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FRIDAY, MARCH 2. im 

U.S. Sknatk, Suhcommittek on Economic Guowtii, Em- 
ployment, AND Revknuk .Sharing of the Commhtee 

ON FiNANCK, 

'Washington, DC. 

The subconiniittee met, pursuant to notice, at 2:30 p,m,. in .room* 
SD-215, Dirksen Office Building, the-HonorablQ John Heinz (cha,ir- 
man) presiding. 

Present: Senators Dole and Heinz, 

Also present: Senator James Sas§er. 

[The press' release announcing the hearing, a djescriptlon of tar- 
geted jobs tax credit and S. 2185 by the Joint Committee on Tax- 
ation and u statement of Senator Bentsen follow: ) 

^ ll*rtH3 rolonsw] / 

Finance Subcommittke on Economic dluowTM>I^PLOYMENT. and Rkvenue 
> Shaking Strrs Hkakinc: on TAlto^7r^:D Jouft Tax CuiiDiT 

Senator John Ileiiv/. U^, Pa.^. Chairrtian of the Subcommittee on Economic 
Cirowth, Emplo^i^ment, and Revenue Sharing announced today that the Subcommit- 
tee will hold a heai ing on March 2. 11)84, to review the Targeted Jobs Tax Credit 
and proposals to extend the credit. 

The hearing will be held on Friday, March 2, in Room SD-215 of the DiVksen 
Senate Office Building, and will begin at 2 pjn. 

The hearing will focus on the Targeted Jobs Tax Credit and on S. 2185, legislation 
introduced by Senator Ileinz to extend the credit,^ which under current law expires 
at the end of lOH'l, for another 5 years. 'The Targeted Jobs Tax Credit was original- 
ly enactVd in 1978 to focus tax'incentives far employment on specific target groups 
that are found to experience high unemployment rates. The credit was renewed by 
Congress in both 1*)81 and 1^82 because we believe the program has'a great poten- 
tial and needs a dull opportunity to work,*' Senator Heinz said. "But it may be time 
to make a commitmei>t to keeping ^the progiam^ on the books for a more?^xtended 
period, to give employers and employment agencies greater certainty about the 
avf\^i lability of the jobs credit as they seek to broaden employment op|)Ortunities for 
our citizens ' . • - 

Senator Iloinz noted that the Reagan Administration has proposed a l-y^^ar exteti- 
sion of the Targeted Jobs Tax Credit in its budget for fiscal year 1985i 

. • • ar ^ 



DESCRIPTION OF ™e TARGETED 

JOBS TAX CREDITvAND S. 2185 
("JOB JOPPORTUNITY A€JT OF 1983' ) 

Scheduled fou a Heading 

BEFORK THE 

n ■ . ■ 

SUBCOMMITTEE ON ECONOMIC GROWTH, 
EMPLOYMENT, AND REVE]S^UE SHARING 

I OF THE 

COMMITTEE O^f FINANCE 
\0N MARCH 2, 1984 



Prepared by the Staff 

OFTH]^' 

JOINT COMMITTEE ^ON TAXATION 

INTRODUCTION 

. ,The Subcommittee on Economic Growth, Employment, and Reve« 
* nue Sharing of the Senate Committee t)n Finance has schedirfed a 
■public Clearing on March 2, 1984, to review the targeted jobs tax 
credit and to considers. 2185, the Job Opportunity Act of 1983 (in- 
troduced by Senators'^Heinz, Grassley, Symms, Moynihan, Boren, 
Durenberger, Baucus, Wallop, Pryor, Long, Matsunaga, and 
Qthers). The bill would' extend the targeted jobs credit for- five 
years, that is, -for individuals who begin work for the employer 
from January 1, 1985, through December 31, 1989. 

The first part of the pamphlet is a -summary. The second part 
discusses the legislative history of the targeted jobs credit and the 
present targeted jobs credit rules. Part three d^cribes S. 2185 and 
the Administration's proposal for^ a one-year extension of the 
credit, and presents their estimated revenue effects. Finally, an Ap- 
pendix presents Department of Labor data on targeted jol^ credit 
participation for 'fiscal year 1988. 



I, SUMMARY 



^Present law 



The targeted jobs tax credit was enactpd in the Revenue Act of 
1978 to replace the expiring credit for increased employment (the 
"new jobs credit"). As originally enacted^ the targeted jobs credit 
was' available Tor wages paid before 1982. The availabiUty of the 
credit w^s successively extended by the Economic Recovery Tax 
Act of 1981 (ERTA) and the Tax Equity and Fiscal Responsibility 
Act of 1982 (TEFRA) so thatnt may now be claimed by an employer 
for quahfiftd wages paid f6r/>ervices performed in 1985 ^and" 1986 to 
individuals who begin work for the employer before l98o. * 

The targeted jobs tax credit is available on an elective basis for 
hiring individuals from one or more .of nine liirgeted groups. The 
targeted gioups are U) v6cational rehabilitation referrals; (z) eco- 
nomically disadvantaged youths; i'i) economically disadvantaged 
Vietnrfm era veterans; (4) SSI recipients; (5) general assistance re- 
cipients; {()) economically disadvantaged cooperative education stu- 
clent^s; (7) economically disadvantaged former convicts; (8) AFDC re- 
cipients and WIN registrants; and (9) economically disadvantaged 
summer youth employees. 



qualified first-year wages and 25 jiercent of the first $(),t)()0 of quali- 
fied second-year wages paid to a member of a targeted group. Thus, 
ilxo maximum credit is $3,000 per individual in the first year of em- 
ployment and $1,500 iier individual in the second year of employ- 
ment. With respect to economically disadvantaged summer youth 
employees, however, the credit is equal to 85 peri:ent of up to 
$3,000 of wages, foi a maximum credit of $2,550. The^ employer's 
deduction for wages^mu^t be reduced by the^amount of the credit. 

The credit may not exceed 90 percent of the employer's tax lia- 
bility after being reduced by certain other nonrefundable credits. 
Excess credits may be carried back three years and carried forward 
15 ;^ears. , 

S. 21S5 and AdminiHtration proposal <^ 

S. 2185 would ex^id the targeted jobs credit for five years. 
Under the bill, the credit would be available for qualified wages 
paid \o individuals who biggin work for the employer before 1990, 

The Administration has proposed a one-year extension of the ^ 
credit, for qualified wag/\s paid to individuals who begin wtTrk for 
the (^-nployer before 198f>. ^ 




percent of the first $6,000 of 




/ 
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n. BACKGROUND AND PRESENT LAW - 
Legislative Background 

The targeted jobs tax credit is intended to iivrovide a tax incentive 
for hiring specific, targeted groupd-of individuals. It was enacted in 
Revenue Afit of 1978 as a substitute for the expiring credit for 
infcreased employment (the ''new jobs credit"). The new jobs credit 
available in 1977 and 1978. . 

As initially enacted, the targeted jobs credit w^s intended to be 
available for qualified wages paid before 1982,^ The E<^onomic Re- 
covery Tax Act of 1981 (ERTA) extended the availability of the tar- 
geted jobs Credit to qualified wages paid to individuals beginning 
work for the employer before 1984. Under ERTA, the employer 
could claim the credit for qualified wages paid to such individuals 
for services rendered in 1988 and 1984. The Tax Equity and Fiscal 
ResponsibilityAct of 1982 (TEFRA) extended the availability of the 
credit to qualified wages attributable to services performed in 1985 
and 198r), paid to individuals who begin work for the taxpayer 
before 1985. 

ERTA and TEFRA also altered the targeted gioup definitions 
and made several administrative changes in the ^credit provijsions. 

Present Law Targeted Job Credit Rules ^ > 

Gen^rql rules 

The targeted jobs tax credit is available gn an elective basis for 
hiring individuals from one, or more of nine targeted groups. The 
credit generally is equal to 50 percent of qualified first-year wages 
and 25 percenN of qualified second year wages. Qualified first-year 
wages consist of wages attjibutable to service rendered by a 
member of a targeted group during the one-year period beginning 
with the day the individual first begins work for the employer. For 
a vocational rehabilitation referral, however, the period begins the 
day the individual begins work for the employer on or after the be- 
ginning of the individual's vocational rehabilitatioiuplan. Qualified 
second-year wages consist of wages attributable to service rendered 
during the one-year period which begins at the close of the first 
year de^ribed just above. Thus, the date on which the wages are 
paid does not determine whether the wages are first-year or 
second-year wages; rather, the wages must be attributed to the 
period during which the work was performed. 

No more than $6,000 of wages during either the first or second 
year of employment may be taken into account with respect to any 
individual. Thus, the maximum credit per individual is $8,000 in 



* As the result of n clerical error, the Revenue 'Act of 1978 limited the cH^it to wages paid 
before 1981. The error wos corrected in the Technical Corrections Act of 1979. 
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the first year of employment and $1,500 in the second year of em- 
^plovment. 

With respect to'; economically disadvantaged summer youth em- 

f^loyees, the credit is equal to 85 percent of up to $3,000 of qualified 
irst-year wages, for a maximum credit of $2,550, with no credit for 
any second-year wages. 

The deduction for wages must be reduced by the amount of the 
credit. \ . 

Certification of members of targeted groups 

In general, an individual is not treated as a' member of a target- 
ed gi'oup unless certification that he is a member of such a group is 
received or requested in writing by the employer, from the designat- 
ed local agency on or before the day on which the individual begins 
work for the employer. In the case of a certification of an economi- 
cally disadvantaged youth participating in a cooperative educati<^ 
program, this re<][uirement is satisfied if necessary certification 
requested or received from the participating school on or before tl?e 
,4ay on which the individual begins work for the employer. The 
''designated local agency'' is the State employment security agency. 

If % certification is irjcorrect because^it was based on fal^ infor- 
mation provided by a member of a targeted group, the certification 
is to be revoked, so that wages paid after the revocation i notice is 
received by the employer are not treated as qualified wages. 

The U.S. Employment Service, in consultation with the Internal 
Revenue Service, is to take whatever steps are necessary to keep 
employers appraised of the availability of the credit. 

Targeted groups eligible for the credit 

The nine groups eligible' for, the credit are either. recipients of 
paymenj^ under means-tested transfer program^, economically dis- 
, advantaged (as measured by f^imily income), or disablecj: ^ 

(1) Vocational rehabilitation referrals 

Vocational rehabilitation referrals are those individuals who 
have a physical or mental disability which conistitutes a substantial 
handicap tO employment and who have been referred to the em- 
ployer while receiving, or after completing, vocational rehabilita-, 
tion services under an individjualized,- written rehabilitation plan 
under a state plan approved under the Rehabilitation Act of 1973, 
or under a rehabilitation plan for veterans carried" out under chap- 
ter 31 of title 38, U.S. Code. Certification can be performed by the 
' desigha^ted local en)ployment agency upon assurances from the vo- 
cational rehabilitation agency that the employee has met the above 
conditions. ^ ' - 

(2) Economically disadvantaged )^ouths 

Economically disadva*ntaged youths are^ individuals certified by 
the designated local eihployment agency' as (a) members^ of eco- 
nomically disadvantaged families and (b) at least age 18 "but not 
age 25 on the date they are hired by an employer. An individaal is 
detei'mined to be a member of an economically disadvantaged 
family if his or her family income, during the six nionths immedi- 
ately preceding the earlier of the .month in which the determina- 

; 

ERIC - ' f 10 



tion occurs or the month in which the hiding date occurs would be, 
on an annual basis, 70 percent or less of the Bureau of Labor Sta- 
tistics low^r living standard. A deterpiination that an individual is 
a membdr of an^ economically disadvantaged family is valid for 45 
dayj5 frorni the date on which the determination is made, 

Kxeept as otherwise noted below, a determination of whether an 
individual is a member of an economically disadvantaged family is 
made on the same basis and is subject to the same 45 day limita- 
tion where required in connectioij with the four other targeted 
groups that exclude individualjj not economically disadvantaged. 

(3) Economically disadvantaged Vietnam-era veterans 

The third targeted group consists of Vietnam-era veterans certi- 
fied by the designated local employment agency as members of eco- 
nomically disadvantaged families. For these purposes, a' Vietnam- 
era veteran is an individual who has- served on active duty (other 
than foT training) in the Armed Forces for more than 180 days, or 
who > has been discharged or relei^sed from active duty in the 
Arm^l Forces for a service-connected disability, but in either case, 
the active duty must \n\ve taken place after August 4, 1964, and 
before May 8, 1975. However, any individual yvho has served for a 
period* of more than 90 days during which the individual was on 
active duty (other Jthim for training) is not an eligible employee if 
any of this active duty occurred during the' ()0-dayj3eriod ending on 
the date the individual is hired by ihe enVployer. Tiiis latter rule is 
intended to prevent employers that hiref, current members of the 
armcnl services (or those recently departed from sefviQe) from re- 
ceiving the credit. - . 

(4) SSI recipients 

. SSI recipient's are those receiving either Supplemental Security' 
Income under Title XVI of the Social Security Act or State supple- 
ments described in section 1(516 of that Act or section 212 of P.L. 
93-66. .To be an eligible employee, the individual must have re- 
ceived SSI payments during a one month or longer period ending 
during the 60-day period which ends on the date thl^ individual is 
hired by the employer. The designated local agency is to issue the 
certification after a determination by the agency making the pay- 
ments that these conditions have been fulfilled. 

(5) General assi^iance recipients 

General assistance recipients are individuals who receive genqral 
assistance for a period of not less than 30 days if this period ends 
within (he (iO-day perix)d ending on the date. the individual is hired 
by the en^kployer. (^Jeneral assistance programs are Stat^ and local 
programs which provide individuals withT^ioney payments, vouch- 
ers or scrip based on need. These programs are referred to byji 
wide variety of nameJs, including home relief, poor relief, tempV 
rary relief, and direct relief. Because of the wide variety of such 
prot^M-ams, Congress provided that a recipient will be an eligible 
r)MiJ.'\ver only 'ifter th^ program has been designated by the Secre- 
ic;*'y (if tt, T.^asiVy as a progrf: which provides rrfoi.oN pa\ 
ments, ^vo»L: lu^/s or scrip to needy nidividuals. Certification is be 
perfor/ned by the designated local a,^*ency,- 
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(6) Economically disadvantdSed cooperative education stu- 
■ '■■ dent^ 

The sixth targeted group consi&ts of youths who . (a) actively par- 
ticipate in qualified cooperative education programs, (b) have at- 
tained age 16 but have not attained age 20, (c) have notj^raduated 
from high school or vocational jfifcool, and (d) are members Of eco- 
nomically disadvan^ed familWs. The definitions of a qualified co- 
operative edutation pr6gram and a qualified school ar^ similar ^to 
those used in the Vocational Education Act of 1963. Tl^iia, a quali- 
fied cooperative education program means a progranv^f vocational 
education for individuals who, through written cooperative ar-. 
rangements between a qualified school and one or moYe employers, 
receive instruction, including required academic instruction, by al- 
ternation of study in school with a job in any occupational field, 
' but only if these two experiences lare planned and supervised by^ 
the school and the employer so that each experience contributes to 
,the student's education and employability. i 

For this purpose a qualifie4^hool,is (1) a specialized high school 
used exclusively or principally for the provision of vocational edu- 
cation to individuals who are available for study in preparation for 
entering the labor mai'ket^^^) the department of a high" school used 
exclusively oi: principally for providing vocational education to per- 
sons who are available for study in preparation fqr ente^ring the 
labor market, or (3) a technical or vocational school used exclusive- 
ly or principally for the provision of vocational education to per- 
soas who have completed or left high school and who are available 
forstudy in preparation for entering the labor market. In order for 
a nonpublic school to be a qualified school, it must be exempt from 
income t^x under section 501(a) of the Code. 

The certification is performedUy the ^hooi participating in the 
cooperative education program. After initial certification, an indi- 
vidual remains a member of the targeted group only while he or 
she continues -to meet the program participation, age, and degree 
status requirements of -(a), (b), and (c), above. 

(7) Economically disadvantaged former convicts 

Any individual who is certified by the designated local employ- 
ment agency (a) as having at some time been cohvicted of a felony 
und^r 3tate or Federal law, (b) as being a- member of an- economi- 
cally disadvantaged family, and (c) as having been hired within five 
years of the later of release from prison or date of conviction is an 
eligible employee for purposes of the targeted jobs credit. 

(^) AFDC recipients-^<^ WIN registrants 

Any individual who- is certified by the designated local employ- 
ment agency (a) aa^being eligible for Aid to Families with Depend- 
ent Children and as haviftfe continually received such aid during 
the 90 days before he was hired by the employer or (b) as having 
been placed in employmelfit under a work incentive program estab- 
lished under section 432(bXl) or 445 of the Social Security Act" is an 
eligible employee for purposes of the targeted jobs credit. 
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(9) Ecotiomica I ly disadvantaged summer youth employees - 

The ninth targetj^^Tgroup consists of youths who are certified by ' 
the designated }cK5al agency as being 16 or 17 years of age on the 
hiring date and a member ^f an economically disadvantaged family 
and who perform services in any 90-day period between May 1 and 
September 15. A youth must not have been fin employee of the em- 
ployer prior to this 90-day p&riod. With respect tft any particular 
employer, an employee can qualify ©nly one time for this^ summer 
youth credit. If, after the end 'of the 90-day period, the employer 
continues to employ a youth who is certified during the 90-day 
pjcriod as a member of ianother targeted g^oup, the limit on quali- 
fied first-year wages takes into account wages paid tp the youth 
while he was a qualified summer youth employee. 

Definition of wages . " ^ 

In general, wages eligible for the credit are defined by reference 
to the definition of wages under FUTA in section 3306(b) of the^ 
Code, except that the dollar" limits do not' apply. Because wages 
paid to economically disadvantaged cooperative education students 
and to certain agricultural and railroad employees are not FUTA 
wages, special -l ules are provided for these wages. 

Wages may be taken into account for purposes of the credit only 
if fnore than one-half of the wages paid during the taxable year to 
m\ employee are for services in the employers trade orr business. 
The test as to whether more than one-half of an employee's wages 
are for services in a trade or business is applied to each separate 
employer, without treating related employers as a single employer. 
^ Wages for purposes of the credit do not include amounts paid to 
an individual for whom the employer is receiving payments for on- 
the-job training under a Federally-funded, program. 

(fther rules 

In order to prevent taxpayers from escaping all tax liability by 
reason of the credit, the amount of the credit may not exceed 90 
percent of the tfixpayer's income tax liabihty. Furthermore, the 
credit is allowed only after certain other nonrefundable credits 
/ have been taken. If, after applying these other credits, 90 percent 
of an employer'^ remaining tax liability for tl^e year is less than 
the targeted jobs credit, the excess credit can be carried back three 
years ancl carried forward 15 years, beginning with the earliest 
year. 

All employees of all corporations thaJt are members of a con- 
trolled group of corporations are to be treated as if th^ were em- 
ployees of the same corporation for purposes of determining the 
years of employment of any employee and wages for any employee 
up to $6,000, Generally, under the controlled group rules, the credit 
allowed the group is the same as if the gro9t> were a single compa- 
ny, A comparable rule is provided in the case of partnerships, pro- 
prietorships, and other trades or busiitessea (whether or 'not incor- 
porated) Which are under common Control, so that all employees of 
such organizations generally are to be treated as if they were em- 
ployed by a single person. The amount of targeted jobs^credit allow- 

i 
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able to each member of the coi>*rolled group is its proportionate 
share of the wages giving rise to tne credit. " < 

No credit 'is available, tor the hiring of certain i?elated individuals 
(primarily dependents or owners of the taxpayer). The credit is also 
not^ available for wages paid to an individual who was employed by 
the employer at any -time during which the individual was not a 
certified member of a targeted group. 
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riL DESCRIPTION OF S. 2185 AND ADMINISTRATION 

PROPOSAL 

^ " Description of Proposals 

S. 2185 

S. 2185 would extend the targeted jobs tax credit for five more 
years. Under the bjill, the credit would be available for qualified 
wages paid to individuals who begin work" fpr the employer on or 
before December 31, . 1389. Thus, if an individual begins work on 
December 31, 1989, the employer would be permitted to claim the 
credit for qualified first-year and qualified secoiid-year wages p^^id 
to the individual for services performed in 1990 and 1991, respec- 
tively. ' 

Administration proposal ^ 

- In its Fiscal Year 1985 Budget submitted to Congress on Febru- 
ary 1, 1984, the Administration proposed a one-year extension of 
the targeted jobs credit. Under the Administration proposal, the 
credit would be applicable to wages paid to individuals who begin 
work for the employer on or before December 31, 1985. 

Revenue ^Effect 

The estimated revenue effects of the proposals are as follows: 



[Millions of flollars] 



■ r 



Fiscal years 



1985 1986 1987 1988 1989 



S, 2185 ^163 -536 -914 -950" -^904 

Administration proposal -163 -383 -^359 -186 '-56 



APPENDIX^ DATA ON TARQETEP JOBS CREDIT 
PARTICIPATION^ FISCAL YEAR 1983 

* Vouchers and Certifications by Targeted Group ^ 

[Percent of total ih parentheses] 

1 ; ■ . - ' ■ ■ ■ ■ • 

Tanceted Group - Vou,cher8 Certification 

— . ^ . ^ — _ . ^ _ , 

f 

Economically Disadvantaged 

Youths 18-24 581,795 (45.2) 259,309 (60.1) 

Economically Disadvantaged 

Vietnam^ra Veterans 80,808 (6.2) 24,141 (5.6) 

Economically Disadvantaged 

Former Convicts 94,545X7.3) ' 21,929 (5.1) 

momically Disadvantaged 

iummk Youths.: : 87,308 (6,^) 33,538 (7.8) 

Invi)luntary Terminated CETA i 

eJnployees ^ , 1,130 (0.^ 383 (01) 

Ge^efal Assistance Recipients.... - 65,169 (5.1J 14,480 (3.3) 

SSI Recipients 3,115 (0.2) 1,254 (0.3) 

AFDC Recipients ^ 294,394(22.9) 5p,736 (11.8) 

Vocational Rehabilitation Re- ' . • : 

ferrals . 78,683 (6.2) 25,412(5.^) 

Total ^ 1,286,947 (100.0) 431,182 (lOOtO) 

- . I 

* A voucher is a preliminary d,eteninination that an individual is a member of a 
targeted group. A certificatioiji is a final eligibility determination, issued upon the 
request of a hiring employer. 

^ Individuals involuntarily terminated from a Comprehensive Employment and 
Training Act (CETA) public service employment program were eligible for certifica- 
tion if tney began work for the employer before January 1, 1§83. 

* Does not include certifications of economically disadvantaged cooperative edu- 
cation students. Such certifications are issued by participatihg schools rather than 
State employment security agencies which issue certifications for all other targeted 
groups. 

Source: U.S. Department of Labor. 
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Statkmkni nv yKNATe)u Lr.OYr) Bkntskn on xuk ICxTKNsroN OK THi:: TAiCGtrrEi) Jobs 

Tax (!*uk()1T F*rtOGrtAM 

Mr. rhiiirnuin, 1 would like to take this opportunity to |)rniso yt)U for scheduling a 
heanng on a very i1i\portant issue - the LarKet(?d jobs Lax credit. A.s you. all Iciiow. 
unless C'ongress acts to extend this important program, it will lapse at the end of 
this year. As one who first introduced this ief^islation bacl^ in 1975, and who fought 
hard (or its enacjunent in li)78, I realize the positive imi)act that this program is^ 
havmg oft a very worthy sector or()ur'poi)ulace 

'^We give business tax credits to encourage the purchase of machuVery«. Why not 
give sin)ilar tax inc(;ntivcs to eniiiloyers who invest in our most i)recious natural 
(^e.'source, the working men and women of America. I am sure you an* all awar-e that 
this* legislation is structuiod to benefit a number of economically disadvantaged 
groups. Youtlis between the ages of IH and 2^1. Vietnam veterans under the ago of 
and ex convicts. Also included m this pi'ograni arc general assistance recipients. 



It is a good i)rogram. one which has effectively i)rovided an opportunity for those 
who are economically disadvantaged or who lack the b^sic skills to compete effec- 
tively in tht job market. All bcmofit fioin this program: |Lndividuals who would not 
otherwise have an opi)()rt,un'ity to \vork, the employer,/who has an additional em- 
ployee, and the Federal jOoverrunent who, instead of having someone rcjL^eiving as- 
sistance, \ias soincone contributing to the gross nationaJ product, and paying taxes. 

/K preliminary study chi tho benefits of the|largeted jobs tax credit recently came 
across my desk' I^t me share with you the conclutjjoiis reached by this group: 

I The increasing hiring of TJ'FC credited persons shows that the TJTC program 
has provided the hoped-for inccmtive ft)r businesses in*the private sector to provide 
meani^igful employment to many persons wfeo have previously known only federal 
assistance pr ograms. . ^ 

2. Such meaningful'^ em|)loyment might well far more 'beneficial than either 
welfare ty[)(^ programs or various "training" piogi'ams subsidized totally by federal 
funds because it involves the private l^ector to a much larger degree and- result.s in 
both longer i*etention and the development of a "work history" for numy previously 
difficult to employ pcMsons. 

The Td'I'C program actually has savings to governmental agencies and can fur- 
ther b(,^ shown to have created revenues to the ti'easury. in terms of added tax, un- 
emplt)yment. and social security dollai'S. As'ts clearly shown by the data presented 
in the* .study, these savings and increased revenues outweigh the cost of the pro- 
gram, in terms of tax credits granted, by a considei'able amount, 

Altliough the report is- presented in preliminary form only, it shows what we all 
believe areMhe benefius of the tiu-geted jobs tax- credit program: Reduced unemploy- 
ment, and reduced Federal spending. Mr. Chairman, there i>re areas in south Texas 
with ar/ unemployment rate exceeding 40 percent. Although the national civilian 
uaenyiloyment rate is currently 8 p(?rcent. th(^ rate for teenagers stands at ID.'I per- 
cent. I'his program, which is specific^dly tar'geted at groups which have histoi ically 
had high uiumi ploy men t rates certainly deserves the immediate consid(*ration of 
this commilt{*e 

1 look forward to hearing fioin our distinguished guests this aft(M iioon, and I aj)- 
prcciate tjie time tlu^ chairman has given me to speak on this issue. 

Senator 'Hkinz. Ladies and gentlemen, the Subcomirnittee on Eco- 
nomic Growlh, Employment, and Revenue Sharing is holding a 
hearing today oh the "Target t^d Jobs Tax^ Credit," and I would like 
tQ welcome our panelists and those of you in the audience for your 
inteix'st in what 1 consider to be a very irnportant piece of legisla- 
tion before this comuiit^tee and this Congress, namely the 5-year ex- 
tension of the tai get'ed jobn tax credit. 

I am going to, after I make an opening statement— I see one of 
our colleagues. Senator Sasser here. I am going to ask him to pre- 
cede our witnesses so i:haf he may return to his other Senate 
duties. ^ , 5? „ 

. But let me just, by way of background say that the targeted jobs 
tax credit was originally enacted in 1978 and was extended in 1981 
for 1 year, and it was extended a second time in 1982 through the 
current year. The program expires at the end of 1984, and I feel 
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very strongly that should again renew this valuable program 
' and have submitted legislation, S. 2185, that v^ould (-xtend this pro- 
gram for S/^years. 

At this point we have 29 cosponsors of the targeted jobs tax 
credit; Twelve of that 29 happen to be members of the Senate Fi- 
nance Committeje, That is significant, because 11 is a majority, and 
( 12 is a l)Oj\us, f " - 

I will attempt, with thc\help of my colleagues in the committee, 
to include the targeted jobVtax credit in the deficit reduction pack- 
age which the Finance Committee will be taking up Agmn early 
next week. 

I hapDCJi to believe that this is a valuable program, as 1 gaid, and 
' the reason I think it is valuable is because of the way it operates. 
It offers financial incentives to employers who hire individuals 
from a variety of carel'uUy targeted groups, including the l^ndi-^ 
capped who have been vocationally rehabilitated, youths betWeai 
IH 24 years of age, cerUr'ii^i Vi^^tnam veterans, ex-convicts, gen- ^ 
eral assistance recipient.s, and supplemental security income recipi- 
ents. 

' .These targeted individuals receive vouchers from local Federal 
Government offices, jointtj^ determine by the Treasury and Labor 
Departments. Inuring the interviewing process, these vouchers are 
presented to prospective employers, to indicate thM those who hire 
' these workers will qualify for the tax credit. 

The targeted jobs tax credit offers a way out! of poverty and job- 
lessness for those who are physically pr economically difeadvantag.e 
or who lack the basic skills or experience necessary ^o co^ppete ef- 
fectively in the job market, and who are looking for productive pri- 
vate-sector employment opportunitiei^. ^ . 

It was very encouraging to me to see that this Reagan adminis- 
tration proposed and endorsed a 1-year extension of the targeted 
jobs tax credit, that is through 1985; hywever, it is mybelief— and 1 
think we will hear frojn our witnesses about this— that a 1-year ex- 
tensioli is clearly not adequate. And 1 hope that today's testimony 
' will demonstrate the necessity of a 5-year^exten^on. 

1 note that we have witnesses representing several of the target- 
ed groups. It would seem logical that for the tax credit to be fully ' 
effective, employers of these groups need time and need assurance 
that the law will be on the books for more than just a year 'ITiey 
peed the time so they can fully commit and, for example, train per- 
sonnel in the use of the targeted jobs tax credit. And it is a fact of 
life that the targeted groups, for whatever reasons, will not just 
disappear tomorrow; so a 1-year extension is not going to help 
them two years from now, 
: They deserve our help, and one way to help them is to extend 

the targeted jobs tax credit for 5 years. 

The legislatftn has proven, as I believe we will hear, to be an ef- 
fective and e^icient way for the targeted groups to help them- 
selves. 

It is also" gratifying to see so many employers as well as employ- 
ee representatives interested in this extension. May I say to both 
employers and employee representatives that you must continue to 
lake the initiative not only in forums such as this but also in in- 
forming your fellow employers about this legislation, urging State 
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employnVent offices and even the administering agencies* of the 
Federal Gqvernment /ibout the social and economic benefits tha^t 
can be realized by a full commitment to this legislation and the 
program. 

I am also anxious to hdar inforinr^ion from the several studijJfe 
that have been performed on the targeted jobs tax credit. As you 
know, continuing budget deficits have placed all Federal programs 
.^nder closer and closer scruitiny, and I hope that the studies today 
wtM show that there is also an economic reason why Congress 
should extend this program. It helps to lower the deficit, and 1 
think and hope that we will be able to show that this program 
helps us in that task. , 

High unemployment among the targeted groups costs the Treas- 
ury money by driving up spending under the other entitlement pro- 
gnjxiis. On the other hand, those employed no longer draw those 
payments from the Treasury, but instead contribute to the' Treas- 
ury through taxes on the incomes they earn. 

^ Again, let me welcome all of you here today, I think^t is really 
remakable that on a Friday afternoon, with virtually everybody in 
transit "Tiomeplace, and I include some of my colleagues but certain-, 
ly not Senator Sasser who cares enough taBe here, that we should 
have such excellent participation here this afternoon. - 

But, notwithstanding that, let me announce. that because we do 
have probably the largest number of witnesses we have ever in 
Senate Finance Committee 'tried to bring in'^n one afternoon, and 
because Saturday is only about bVz hours away, that the witnesses 
observe the rule^ of this cotnmittee. We will put the entire opening 
statement of yours and yoUr backup documents into the record, but 
I would ask you to please observe a 3-minute'oral presentation and 
isummarizt^, therefore, accordingly. 

\ But 1 do assure you that your full statements' text will be includ- 
ed in the record as if given in full. 

It is my pleasure to welcome the soon to be Senior Senator from 

^Tennessee, Senator Sasser. We are glad to have you before the Fi- 
nance Committee. Please proceed. 

STATKiVIKNT OF HON. JAMES SASSER. U.S. SENATOR FROM THE 

STATE OF TENNESSEE 

Senator Sasser, Mr. Chairman, I thank you, and I am delighted 
to appear before your subcommittee tc^ay. f intend to abide by the 
y-minute rule and perhaps set a godd example for witnesses to 
fallow. Mr, Chairman, you do have 21 witnesses, and I happen -to 
^know we were in session uutil almost midnight^ last evening, so I 
will be brief and talk fast.' 

I want to applaud and commend yoUi^ continued efforts in the 
area of^he Targeted Jobs Tax Credit Program, and I am proud, 
Mr. Chairman, to be. a cosponsor of your legislation calling for a 5- 
year extelasion of the jobs tax credit, I think such an extension 
would send-a strong signal to the business cc^l^^umty of continued 
congressional interest in this program. 

We have witnessed, increased use of the jobs tax credit over the 
past few years, and figures for fiscaj year 198;^ indicate that there 
were 131,000 certifications under th« jobs tax credit. This repre- 



19 



sents twice the number of certifications in fiscal year ^982 and un- 
derscores the increased use of the jobs tax credit in the business 
community. ' \ 

Mr. Chairman, I share with you the conviction that greater use 
of the jobn tax credit means more employment opportunities for 
many in our Natidn. v i ■ u * 

Now, because of my interest in the expanded use ol the jobs tax 
credK,'l have taken it a little further, Mr. Chairman, and have in- 
troduced kgislation of my own, S. H71, which-creates a new target 
group for long-term unemployed persons. 

Persons qualifying under this group are individuals who have ex- 
hausted all available unemployment compensation, or who have 
been unemployed for 26 weeks or niore.. 

Under my legislation, a small business which hires a. long-term 
unemployed person could collect a credit of 75 percent of the first 
year's waiges, an increase over the present 50 percent. 

The addition of long-term un^pployed td the jobs tax credit is ur- 
gently needed to address certain very compelling issues. JPerhaps 
tlifc greatest problem is the unsettling trend -we are experiencing 
with the long-term unemployed in this-pountry. 

I am sure, Mr. Chairman, that you were cheered, as I am, by 
recent drops in the national unemployment rate; but this good 
news may be, partially masking a gi-owing problem, and that is the 
growth of the long-term unemployed. - , , T 

In 1979, the percentage of .unemployed persons who had been out 
of work for 27 weeks stood at 8.7 percent. By 1981, this figure had 
grown to 14 uerfcent; by 1982, almost 17 percent; and this year,, Mr. 
Chairman-, 'the long-term unemployed reaches a shocking 24 per- 
cent. • 1 ■ u- u 

So, Mr. Chairn*Qn, I commend to you today this legislation which 
I am introducing, which will be targeted at the long-tefm unem- 
ployed individual. 1 want to commend you once again for your in- 
terest in this jobs tax credit legislation,- for the yeoman work that 
you have done in this field, and I look forward to putting my shoul- 
der to the wh^el with yours in thq coming- weeks to see that this 
legislation is expended and becomes once again a reality. 

Mr Chairm?4n, I would ask that my full statement be printed in 
the record-^as if read, and 1 apologize— I wanted to get it under 6 
minutes, but I think I have gone about 30 seconds over. 

Thank you. , r c * 

Senator Heinz. Senator, you have set accord- for a benator. 

(Laughter.^] - 

I want to commend my friend from Tennessee tor an excellent 
statement. I want to ask you just one question: 

In addition to the long-term unemployed, those unemployed as 
defined in your bill for more than 26 weeks, I anticipate we might 
well come up with other categories of people. We have roughly six 
in the bill right now. Do you believe that the long-term unem- 
ployed are more urgent to include in the bill than any of the cate- 
gories we now- have, or are they about on a par, or are they ot 
• slightly less even if only slightly less urgency? The nine categories 
include: the handicapped, youths between ages 18 and 24, economi- 
cally disadvantaged summer youth, certain Vietnam veterans, ex- 
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convicts, general assislanca recipients, SSI recipients, and AFDC 
recipient^. 

The reason I ask t.htit question is this: Generally speaking, the 
concept of the targeted johs tax credit [las been to }^et people to 
enter, if not for the first^time tJien after some kind of very long- 
term catastrophe -someone who has been disabled^; somebody who 
has been to prison for quite \i long time, someone who has served 
m Vietnam and came back with drug problems, you name it— and 1 
just wanted to get^a^nse from the"^Senator as to how highly he 
would rank this issue, / 

. I happen to have about as many long-term unemployed in Pitts- 
burgh. PA, I suspeot, proportionately, as any area of our country 
so I have a great interest inlhat problem. ^ 

Senator Sasskk. Well, let )ne say, Mr. Chanman, that there is 
^ some overlappnig, as I am sure you are jAvare, between these cate- 
^ gones that you just mentioned and those who would Qualify as 
long-term unemployed. ' ^ - " 

I am very concerned about long-term unemployed, because the 
unemployment rate in my native State of' Tennessee has been run- 
nmg two pojnts above the national average for the last 2 years, and 
we had bad-news just this last month: it jumpe^d an additional 1,9 
tx^rcent. So we are running now close ta4 peVcent ahead of the un- 
empk)yn]ent figures on a national basis. 

But I would submit, Mr, Chairman, that the problem of the long- 
term unemployed is .1 think, p/-.equal importance with these other 
c^ategoi ies that you have mentioned^ 

I saj^ that for this reason: The longer they are unemployed, the 
more unemployable many of them becotne. And they begin to de- 
velo|>^many of the same problems and characteristics from an em- 
ployment point of view that the haiMicapped would have, that per- 
haps the Vietnam veteran w.ho has experienced emotional prob- 
ems or drug problems, et cetera, would have. And for that reason, 
1 thmk they certainly are on a plain that would be comparable 
'Witti4.he nec^ds of these categories that you have mentioned. 

It IS very difficult, as you well know, to single out the unem- 
ployed and say, "This is more deserving, this categorj^, than the 
other. Hut I would say the long-term unemployed at least are on 
an equal basis, in the judgment of this Senator, 
[Senator Sasser s prepared stateme'nt follows:] 

Statkment of Senator Sassku 

Mr. c:hairman, J nin dclighUid to nppoar before Ihi.s aubconimitteo todny to ad- 
dress a-lopir of vital importance, the tai^K^^ted jobs tax credit program. I applaud 
and commend your continued interest and efforts in this area Mr. Chairman and I - 
am f)roud to cosponsor your legishition. calling for a five year extension of the jobs 
tax cre(hl. Such an extension would send a strbng signal to the business community 
of contiiuied congressional interest in this program. Thh show of congressional sup- 
port would no doubt lead to continued growth in the use of the jobs tax credit 

VVe have witnessed increased use of the jobs tax credit over the past few years 
I'lgures lor fiscal yeivr V^K^ indicated that there were 431,000 certifications under 
lut'r '"^/^^^ credit. This represents twice the number of certifications in fiscal yeAr 
l.^^•^ and underscores the increa.sed use of the jobs tax credit in the busine.ss cbm- 
inunity. 

1 share your conviction that greater use of the TJTC means more employment op- 
i,™""^'^" ^"'"."^^^^.V "''^fion. Because of my interest in expanded use of the 

IJK, I have uUroduced legislation, S. 371, which creates a new target group for 
long-term- unemployed persoi*^ Persons qualifying under this group are individuals 
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^ho linve exluuistod all available ilncmployment compcol^lion or who have* been 
unemployed lor 2G weeks or more. 

In addiUon to creating this new target group, S. 871 increases the amount, of lax 
credit available \<fhen the hiring firm is a small butSness. Under my legislation, a 
small business which hires a long-term unemployed jKjrson could claim a credit on 
Tf) percent of first year wages, an increase over the present 50 percent. ^ 

The addition of long-term unemi)loyed to the jobs tax credit is urgently needed to ^ 
address several compelling issues. Perhaps the greatt^st problem addressed by the 
provisions of S. .'HI is the unsettling trend we are experiencing with long-term un- 
employment in America. While we all have been cheered by recent drops in the na- 
tionar unemployment rate» this good news masks a growing problem. In 1979, thcjK 
percentage of unemployed persons who had been . out of work for 27 weeks or more 
stood at S.7 percent. Thii^figure grew to M percent in 1981 an(^ IGX) percent in 1982. 
Last year, Mr. Chairman, we witnessed an alariniiig jump in this cate^$<J[j"yv^n 1983 - 
the percentage of long-term unemployed persons /eached a shocking 2;i.Trfremrnt. 
Thus, the percentf»j;yir of Iqiig-lerm unemployed individuals in the United States has 
nearly tripled in 4 short years. ^ 

Unfortunately, there are indications that this trend is not substantially reversing 
itself in 1984. Over 2 million Americans were unemployed for 27"'weeks or more last 
month, representing 22.G percent of the unemployment totiil. (February's Hgures, re- 
leased today, are not much better. ... 

S. 371 is an attempt to address this growing national prgblem. The provisions of 
this legishttion plso enhailce the .attractiveness oi^tha TJTC for our Nation's small 
businesses. As you arc aware Mr. Chairman, small businesses are labor intensive 
and. therefore, do not ge»tM'ally benefit proportionally from capital investment in- 
centives such as the investment t^x creditor accelerated depreciation schemes. Our - 
present tox system contains these and other significant incentives for eqijipment 
purchases, but little in the way of incentive unemployment. As pointed out by the 
American Institute of Certified Public Accountants, the job credit called for in 
S. 371 will restore some balance to the equipment v. people equation. 

This particular credit will help the c^sh flow of our small fix^s. The capital pro- 
vided by this type x>f tax credit can in turn lead to growth in the small business ^ 
sector of the econoinv . ; . 

The proposals conl^iined in S. 371 have been warmly received by many. The legis- 
lation has been endorsed by the National Society of Public Accountants and the Na- 
tional Alliance of Business. Small businesses from across the country have contacted 
my office with offers of help and words of enco^Sragement for this legislation. 

Kqually import^iint, we have discussed the provisions of S. 371 in hearings before 
the Senate Small Business Committee. Small business owners appearing before the 
committee indicated that they would make us of a tax credit such as that contained 
in S. 371 and further stilted that this type of credit did indeed act as an incentive 
for hiring. These comments were echoed by several members of the Small Business 
Committee's National Advisory Council in a ineetijiig last year. 
" llevenue figures provided on this particular addition to the TJTC vary greatly Mr, 
Chairman. The Treasury Department states that the provisions of S. 371 wodld cost 
no more than $250 milhon per year. The Joint Tax Committee provided revenue es- 
timates that were higher, ranging from $G00 million in FY84 and $900 million in 
FYHf) to $700 million FY86 and $'100 million in FY87. . 

While 1 find such variance troubling, one must be careful not to put too much 
faith in either set of figures. I say this because neither the Treasury Department 
nor the Joint Tax Committee take into account increased revenues and decreased 
federal expenditures resulting from individuals hired through this type of tax crCdit. 
The Congressional Budget Office estimates that each point of unemployment costs 
the Treasury some $30 bijjiion, $7 billion in lost revenue and $23 billion in added 
uneinj)loyment iind welfare aid. The 431,000 individuals certified under the TJTC 
last year represenf nearly one-h^lf a point of unemployment. While I don't want to 
take this line of reasoning too far. I think you see my point. Any accurate assess- 
ment of the costs involve({with targeted jobs tax credits take .into account increased 
revenues and decreased federal expenditures. 

In closing Mr. Chairman, let 'me again pledge my support for your efforts to 
extend the targeted jobs tax credit progrartTf I hope to enlist your support in expand- 
ing this valuable tool as I described today. I look forward to working with you in 
this venture and thank you for the\)pportunity to appear before your subcommittee 
today 

Senator Heinz. I thank my friend from Tennessee. 
Thank you, Senator Sasser. 



ERIC 



18 

Senatpr Sasser. Thank you. 

Kuk Jr., Larry Brown, and Willis Ethridee . 
Let me ask if Mr. Marshall would be our leadoff witness 

Mr. Marshall. Thank you' Mr. Chairman. " / 

tion foT'thfRlSr''''K'l'-''''.l ^^'''^ *e American FoUQda- 
to, the inabilityTo 1 work ""employfliBnt rate attributable 

^HHHSS'— ^^^^^^ 

raoDed i^THivl^.o! r ' ''"PP"!'' programs that are paid to handi- 
capped ndividuals; for example, the average SSDI recioien and 

ESSSSS— ^^^^^ 

Finally, Mr. Chairman, we think that the purchase of sensorv 
and communication a.ds needed for job advancement aftlrlnS 
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placep^cnl can also be a way in which the cri^clit can be used to 
help handicapped persons advance in employment. ^ 

On Novonxber 28, our President; during a ceremony to sign the 
proclamation which designates the next 10 years as the ''Decade ol 
the Disabled," stated, and we certainly agree, that this Nation 
misses the mark when it places charily and ^ell'are before the op- 
portunity-for jobs. . ^. 

We (xn tainly look forward to wbi king with the committee in con- 
sideration of these and ttie other proposals prescind here today as 
the reauthorization procees of the targeted jobs tax -credit contin- 
ues. 

Thank you very much. . ^ 

Senator IIkinz. Mr. Marshall, thank you very much. 
[Mr. Marshall's prepared statement follow.scj 
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STATEMENT OF THE AMEJUCAN COUNCIL OF THE BLIND 

f^Ai^OING JAteTED JOBS TAX CREDIT i 

Mr, Chairnwn: The American Council of thft Blind is pleased for this opportunity 

to testify concerning needed improvements in the Targeted Jobs. Tax Credit (TJTC).^ 

In sunmry we make the followintj recommendations as more fully explained below: 

(1) The TJTC has opened many employment opportunities for blind, severely visually 

impaled, and other handicapped people. It should be extended. (2) The credit 

""^.,should be extended to persons who have a medically determinable handicap as well 

as to handicapped people who are referred by a vocational rehabj 1 i tation agency. 

(3) The amount of the qualified first-year wages on which the credit is based 

should be raised to at least $20,000. W The credit should^be available to an 

employer who retaips ag employee after the onset of a disability. (5) The credit 

should also be available for Jhe purchase of sensory -tind communications aids 

needed for upward job mobility. ^ 

• 

I , TJTC SHOU LD BE EXTENDED 

The American Council of the Blind is the largest organization of bllnd-and 
visually imp'^l^red people in;the United States. For the past 23 years we have 
worked to improve the lives of this nation's blind and visually impaired citizens 
through legislation, legp1 advocacy, and public education. Our members come from - 
all walks of life and reside in all parts of the country. Some of the Council's 
members own their own businesses; others are employed in a variety of occupations 
including law, teaching, retailing, and data processing. Unfortunately, many others 
are unemployed ancf have encountered numerous employment barriers including the 
public's frequent misconceptions regarding the capabilities of blind and visually 
impaired persons; the fear that hiring a blind person will represent a financial 
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burclon because of the need tO provide reading or other assistance; or simply ^-the 
irrational concern of "what will n\y clients or customers think:", an attitude not 
uplike th»t faced by many other minority groups 20 years ago. The Targeted Jobs 
Tax Credit often provides the incentive some employers need to give qual if iyd 
handicapped job applicants a chance for a job. 

The President's Committee on the Employment of the Handicapped estimates 
that th^ unemployment rate among disabled people is between 50 and 75 percent, 
although in few cases is unemployment due to the inability to perfom work.^ 
Tt is therefore not surprising to note that disabled people are generally low income 
individuals. The U.S. Census Bureau recently reported that 26 percent of working 
age disabled adults have incomes below the poverty line and that this poverty rate 
is two and one-half times that of nondisabled working people.^ Yet today blind 
and other disabjed people are better equipped, ^t least from an educational stand- 
point, to take their rightful place In the work force. More and more children are' 
receiving special education services at an earlier age, thereby pemitting even 
the most severely handicapped youngsters to achieve to the maximum extent possible. 
Today college, vocational and other training programs are open to more blind and 
other disablecj people than ever before, thanks in part to Section SO^'^f the 
Rehabilitation Act of igT^T^espite this progress, disabled people are still 
not. covered by the C^vil Rights Act of 1964 a.nd the1?Wore do not enjoy the same 
pr'Ote^tions Against employment discrimination- availafcle to other minority groups. 



President's Committee 'on Employment of the ll^icapped, quoted in 
Handicapped R1qKt6, and Regulations , Vol. 4, No. 7, April b, 1983, p, 49. ^ 

2 • 

U.S. Census Bureau, Labor Force Status and Other Characteristics of Persons 
w4th Work;Disability , Series P-23127 (1982); See 'also "Physical bisabiUty and ' 
Public Policy," Scientific American , Vol. 248, No: 6, June 1983, ^. 42. 
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Therefore, there Is a real need to continue to provide th^ TJTC as a concrete 
Incentive to encourage employers to open opportunities to handicapped workers. 

This Incentive td employing handicapped workers provided by the TJTC is extremely 
cost effective. In 1977 alone, this nation spent over $63 billion on working age disabled 
people. Of this total billion was spent on welfare and other support programs; 
$13 billion was eamyirked for medfcal care and only about $3 billion was p'aid for 
direct services such as vocational rehabilitation."^ \n January 1984 the average 
disabled worker and his family received $869 per month in Social Security Disability 
insurance benefits ($10,428 annually). -The Social Security Administration further 
reports that there are 2.6 millio'ii disabled workers and 1.3 million spouses and 
children of disabled workers currently on the benefit rolls. Tbese Social Security 
figures do not, of course, include the cost of Medicare, Mcdi cald , /ood S tamps 
and/or housing subsidies which may bq provided to disabled people. Thus, unemployment 
of disabled people is costly ^o society as a result of the cost of Support programs,/ 
not ^0 mention the cost of lost tax revenues. Unemployment is also costly from a 
human perspective if qualified disabled people cannot find work and therefore are 
f prevented from participating fully in their conriunlties. Therefore, in these times 
when cutting the federal budget Is necessary, the TJTC should be extended. Its 
Small cost is far outweighed by savings to the federal government. 



■ ^"Physical Disability and Public Policy," Scien tific /Unerlcan, Vol. 248, 
Mo. 6, June 1983, p. 43. 

^S ocial Secu rity Fa_Qts_^nd_ Fiqures _> published by the Social Security 
Administration,, January 1984. , 
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II. IMRBOVEMENTS IN THE TJTC ARE NECESSARY 

The Targeted Jobs Tax Credit has not been used to its fullest potential /to 
help handlcappecl people overcome barriers to employment. A simplified and expanded 
TJTC could operate to encourage, particularly small businesses, to hire disabled- 
people. In addition, the credit could be used as an incentive to job retention 
after the onset of a disability and could also be used as an Incentive to the ^ 
promotion of disabled people after ini^al employment. The remainder of our 
testimony will focus upon specific ways in which the TJTC can be improved to 
meet these objectives. 

A. A MEDICAL CERTIFICATION OF HANDICAP SHOULD REPLACE REFERRAL BY A VOCATIONAL 
■ REHABILITATION AGENCY WITHIN THE DEFINITION OF A TARGETED GROUP. 

Under current law and regulations, an employer qualifies for the^JTC If 
the disabled person is referred by a vocational rehabilitation agency pursuant 
to the IndividuaTs written rehabilitation plan. In addition, approval of the 
state JT)bS- services office must also be obtained jn order for the employer to 
qua Iffy for the crecHt. These steps represent an unyVarranted administrative 
and paper work burden upon both the employer and the prospective employee. 

Some handicapped job applicants, for example, those entering the job market 
after high school may never have received rehabilitation services from a 
vocational rehabilitation agency. Other prospective emj^/oyee's may no longer have 
^tive case files at vocationa-l ^ehab1 1 1 tatlon agencies. In order to have his/her 
file reopened, the disabled person may need to cut through considerable bureaucratic 
red tape. From the employer's point of view, the amount of the current credit is 
small compared to the magnitude of the complexities involved in qualifying 
for it. The appropriate vouchers and/or approvals " must be obtained fi^Om two 

\ 

> 
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government bureaucracies: the vocational rehabilitation agency and the state 
jobs services office. In addition, the employer may find that the prospective 
disabled employe^ was not referred by a vocational rehabilitation agency or that 
the job being applied for is not contemplated by the indivldiiaVs written 
rehabilitation plan. Finally, unless aU of these eligibility requirements are 
satisfied within a relatively short time frame, the employer niay f1^d that he has 
hired a disabled employee but nevertheless cannot qualify foe the credit. 

We recortmend that a certification of a metiically determinable handicapping 
conditiorf ivill alleviate these difficulties ^pd w111 greatly simplify administration 
of the TJTC, A suggested definition of^the term "handicapped Individual" is as 
follows: "an individgal who has a medically detenninable physical or mental 
impairment which substantially limits one or more of suc|i individual's major', 
life activities and which has lasted or can reasonably be expected to Nst for 
a continuous period of not less than 12 months," The Secretary should be empowered 
to presc'^f^^gulations specifying the fonn and extent of acceptable met leal 
proof which could either be filed with the return or prodMced by the taxpayer 
upon audit, ' 

^ A nieiJical certification process is currently used by the Internal Revenue 
Service to prove legal blindness for purposes of qualifying for an additional 
exemption available to legally blind persons or those claiming them as their dependents. 
We are unaware of any abuses associated with this certification procedure. In ^ 
addition, because of the stigma associated with a handicapping condition, job 
applicants are generally reluctant to disclose a handicap to a prospective employer, 
unless there is an advantage to the prospective employee in doing so. e,f, , a need 
for a reasonable job accoiinodation or other assistance. Thus, a medical cortificatlon 
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procedure carries with It « built-in safeguard against abuse and will operate 
particijlarly in those cases In which the employer needs a hiring incentive the most; 
namely, situatidns in which the prospective employee^o^eds a job accommodation or 
other assistance. Adoption of this recommendation will also greatly simplify the 
paper wprk burdens connected with the administration of the TJTC to the benefit ^f 
both employers and employees. ^ , 

. B, THE AMOUNT OF THE QUALIFIED FIRST-YEAR WAGES S^OUlO BE INCREASED^ THEREBY 
ENCOURAGING EMPLOYMENT OF MORE HIGHLY SKILLED DISABLED WORKERS. 
We'Vecommend that the amount, of the first year's qualified wage^ should be - 
increased from $6,000 to $20 » 000, This means that the cost to the Treasury for 
the TJTC would be a maximufn'of $10,000 be fo readjustment as a result of -the 
employe^' ^ tax rate and salary expenses. Given the cost savings in Social Security 
and other benefits, the net effect to the Treasury -woul d most^e^'tai nly be in the 
plus column. If the first y^ear credit amount were raised, the st^cbnd year credit 
could be eliminated since training and other assistance would generally be " 
provi^Jed during the first year. Adoption of this reconincnd^tion wil 1 also 
encourage employers to hire riwrd- highly skilled disabled people. As noted earlier* 
many blind and ot\}er disabled people are now graduating from college or other 
vocational programs. These Individuals face numerous employment barriers, yet tfie 
amount of the qualified wages on which the credit can be taken is currently Only 
$6,000--less, than minimum wage. The current TJTC encoiy*ages employers to hire 
minimum wage eiiiployees but Is not as significant an incentive to hire mqre highly 
skilled workers who face ^he same employment barri^ers. In addition, while some 
disabled people'may be physically able to perform some types of lower skilled 
minimum v/Uge jobs, other individuals may be more suited to jobs involving greater 
njental -effort and less physical activity. 
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HI. THE TARGETED OOOS TAX CREDIT COULD BE USED TO ENCOURAGE JOB RETENTION AMD 
^UPWARD 008 MOBILITY- 

Under current law, the^tJTC 1s available only for new hires and does not 
assist the employer faced with an employee who becames disabled' after Initial 
employment. Large corporations are In a n^uch better position than the small 
employer to accommodate employees' needs after they become disabled. This 
accommodation may include simple job restructuring, retraining or the provision 
of a sensory or communication aid. This accommodation can represent a cost to an 
employer. The employer may either incur, the expense on behalf of the employee, 
require the employee to hear the cost, or simply may tei-minate the employee. 
Ternvfriation of a worker causes untold frustration and anguish to the worker -and 
hi/ or her family, not to mention the societal cost of welfare and unemployment 
bjL'iients. 

m 

We recommend that the TJTC should be available to employers who retain 
an employee after the onset of'*'a severe disability. Given the present .lob market, 
ciiiployers may find it easier to simply terminate a disabled employee and to replace 
him/her with another worker, particularly in lower skilled jobs. Availability of 
the credit in these situations may help to avoid this all too of ten tragic 
consequence of a disability. 

We further recommend that the TJTC can be used as a tool to encourage upward 
job mobllit^of distibled workers, The'credit could be used to make it more 
attractive for employers to purchase sensory or communications aids such as 
iflagnifiers or special computer interface devices needed for^a^ di sabled person to 
advance on the jqb. Here again the small employer may not be in a position to 
provide sensory or communications aids to an employee. Rehabilitation agencies 
are unable to provide assistance since vocational rehabilitation funds usually 
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cannot be expended after Initial placement. Although mar\y disabled employees 
purchase their own aids using their own funds, others cannot afford to do so. 
Alternative ftnandng arrangements such as. loans or foundation assistance are " 
also very limited. Thus, we need to explore ways In which the TJTC can be used 
to assist disabled people to'1)rogress not only Into a job but also along the 
Career ladder. . ^ 

IV. CONCLUSION 

The American Council of the Blind looks forward to working with the Cormilttee 

to develop these and other proposals presented today as the reauthorization of the 

TJTC continues. Since most working pe6ple in the United States are employed by 

small business, we must focus on how the TJTC can better be utilized by this 

largest group of employers. We also believe that blind and other disabled people 

face unique employment barriers not faced by other individuals who are also members 
a 

of targeted groups. For example, a welfare recipient may not need a sensory aid 
In order to perform a job. In addition, members of the other targeted groups 
may have a greater number and variety of jobs to choose from since these individuals 
are not restricted in terms of mobility* dexterity, hearing or sight. My point, 
Mr. Chairman, is simply this: we must continue to explore and to develop ways of 
encouraging employment of blind and other disabled people who face unique barriers 
to employment. Fjnally, Mr. Chairman, I think our President summed It up best during 
a recent signing ceremony at the White House in which a proclamation declaring the 

A- 

next ten years as the decade of the disatjled was signed. The President said on 
November 2Q and we wholeheartedly agree "wheAsver Igovernment puts welfare and 
charity before the opportunity for job^ It mHs*/ the mark." 

Thank you for allowing us to share our views with you today. 

'4 
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Senator Heinz, Ms, Goodall 

STATEMENT OF PATRICIA GOODALL, TRAINING ASSOCIATE, RE- 
HABILITATION, RESEARCH AND TRAINING CENTER, TIRGINIA 
COMMONWEALTH IINIVERSIT¥, RICHMOND, VA 

Ms. GOODAU,. Hello, Mr, Chairman. 

I don't know if I can improve upon that testimony. I would like 
* to tell you a little bit about our organization and how helpful we 
have found the targeted jobs tax credit to be, 

I am with the Virginia Commonwealth University Rehabilitation 
Research and Training Center in Richmond, VA, We are funded by 
a* grant from the National Institute of Handicapped Research, of 
, the U.S, Department of Education. The mission of oun center is to 
provide rcseaich and training related to employment of mentally 
retarded individuals. At the same time, we are directly involved in 
the placement oT mentally retarded , adults into competitive employ- 
ment. 

Under previoUvS State a'ndl^'ederal funds, we have placed approxi- 
mately 150 mentally retarded adult citizens into 215 competitive 
jobs in the community during the last 5 years. The availability of 
the Federal tax credit for employers who hire the handicapped has 
been an extremely powerful incentive to businesses in the commu- 
nity to try out a handicapped worker. 

Many employers are hesitant to work with the handicapped, but 
the TJTC provides them with the financial motivation to give it a 
try. Once the handicapped worker has shown that he or she is able 
to do the job, the employer has most often become a satisfied advo- 
cate of hiring the handicapped. 

Ultimately, the use of the targeted jobs tax credit as a persuasive 
tool allows us to. more easily and successfully place handicapped 
workers in the communfty. 

As a matter of f^ct, we frequently encounter employers who spe- 
cifically request TJTC eligible employees, and we also know of 
many employers who preferentially hire only TJTC eligible candi- 
dates for certain positit)ns, i 

Ultimately, this results in the decr^kiS^ in the number of disabled 
persons who are considered a tax binden on the public through 
Federal disability payments and other tax-related support services. 
\ Of the 150 mentally retarded citizens we have worked with, nearly 
\ all have been receiving some type of Federal assistance at the time 
^ of placement. 

We work with moderately and severely mentally retarded adults. 
I have a scenario of a fellow here who is 26 years old and moder- 
ately mentally retarded. His IQ is probably in the range of about 
50 — average IQ is 100, He graduated from a special education pro- 
gram and attended an adult activity center, with no real work 
training. 

When he was taken to a job interview for a pot-scrubbing posi- 
* tion at a local restaurant, the employer was extremely skeptical 
that he could handle the job. Although we felt that this individual 
cOuld be trained to perform the job successfully, he possessed few 
related work skills and was not a strong candidate for the position. 
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When the emplgyer learned of the availabiHty of the targeted 
jobs tax credit, he was persuaded to give Joe a try in the position. 

He is presently entering his third year of employment as a pot 
,^ scrubber at this local restaurant. He no Id^ger receives Federal ^\s- 
ability payments, and he is, in fact, the primary wage earner in his 
household. He performs his job competently, and both he and his 
employer are satisfied with the employment situation. 

hi closing, I would like to say that the full effect of the TJTC 
Program will be tp change the business community's attitude 
toward hiring the handicapped, and I believe that this process has 
only just begun and that we really need to extend this program. 

Should the program expire, the handicapped w^orker will ulti- 
mately suffer. In turn,^the taxpayer will be palled upon to bear the 
consequences. 

Thank you. 

Senator Heinz. Ms. Goodall, thank you ver^ much. 
[Ms. GoodalTs prepared statement follow^ 
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■ m. 1 I VljlCINlA COMMONWf ALU I UNIVERSITY \^^Ccntcr - 

m4 WIST MAIN 5TRf rr * rioinjond, Virginia 23284-0061 • phone (904) 257*1851 



Frtbniary 29, 19ttA 



Roderick DeArmant 
Qiiei Council 

Senate ComralLtee on Klnanco I 
SO 219 Dirksun V 
Washington, D. C. 20510 

Door Mc DeArmanL: 

ACtached is a copy of my Lestimony lo^be presented before the Senate Committee on 
Finance on March 2, 198^. 

\^tn with the Virginia CotnmonweoUh University Rehabilitation Research and Training 
Center (VCU-RKTC) which Is directly involved In the job training and placoipont of 
mentally roxnrded Individuals Into corapetiti ve .employment , Over the post five 
years we hovt' placed approxiraately 150 rotar<ied adults Into 215 jobs in the 
community. Since we also provide long-^terin follow-up services to all Qur working 
clients, I can state that the availability (Tf the federal Targeted Jobs Tax Credit 
(TJ'rc) program 1b crucial not only in the initial hiring, but the job retention, of^ 
our handicapped workers. 

We enthnslastically advocote the movement of disabled persons from recipients of 
government dlsabiVtty payments to tax-paying citizens. We believe that the federal 
TJTC. program Is on essential part of this transition by providing an incentive for 
employers to hire the handicapped. We sincerely believe that many of our 
handicapped workers would not have been given the opportunity to become productive, 
tax-paying individuals without the e^cistonce of the federa*i TJTC program. 

We nrgo your committee to su\iport extension of this vital program. 

Slnceu'ly, 



Patricia A. Coodall 
Training Center 
Rehabilitation Resenrcli S 
Training Center 



PA(;/s« 



"Improving the EinployabilUy of Menially RQdrdcd Otizcm" 
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13H WrST MAIN STRCn • RICHMOND. VJRClNtA 2328^-0001 • PHONE (004) 257 1051 



Fcibruary 29, 



Senator John Heinz . 

/;69 RussoU Senate Office Build liiR 

Washington, D. C. 20510 

Dear Seiwitur lleinz: 



I am with the Virginia Conmanwealth University Rehabilitation Research and Training 
Center in Richmond, Virginia. The Center is funded by a grant from the National 
Inslitule of Handicapped Research of the U, S. DepartmerrtTof Education. The 
mission of* the Cent'er is to provide research and training related t<J employment of 
mentally retarded individual^. We are also directiy involved in the placement and 
training uf mentally retarded adults into competit^^ive employment. 

Under pievluus state federal funds, we have placed approximately 150 mentally 
retarded citizens into 215 competitive jobs in the community over the past five 
years. As the person responsible for job development in the community, I can 
emphatically state that the federal Targeted Job3 Tax Credit (TJTC) program has 
gfeatly affected uur success in approaclilfig employers to hire the handicapped. 

The availability of the federal tax,*credit for employers who hire the handicapped 
is ai^ extremely powerful iacentive to businesses in the commuaity to tiy out a 
handicapped worker. Many employers are hesitanjt to work with the handicapped, but 
the TJTC provides them with the financial moti\^ation to give it a try. OnCe the 
haodicapped worker has shuwi> that he or she is ''able to do the job, the employer has 
most ofLon become a satisfied advocate of hiring the handicapped. Ultimately, the 
\isG of the TJTC as a persuasive tool allows us, to mora easily and successfully 
plocti handicapped workers in the community, 

As tUis federal tax credit program becomes more widely ^recognized in the business 
community, we frequently encounter employers /who specifically request TJTC 
eligible employees. In fact, we know maiiy eitiployera who preferentially hire TJTC 
eligible candidates. 

This, in turn, results in a decrease In the /number of disabled persons who are 
cutisldered a tax burdtin on the public through federal disability payments and 
other related ta)j-suppurLed services (such as rehabilitative services and adult 
activity centers). Of the 150 mentally retarded Individuals we have placed into 
competitive employment, nearly all have been recipients of some type of federal 
assistance. 



"I reproving ihc f rup/oyab/Z/ry of Mcntilly Retarded Citiicns " 
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I baliovfe i\\nt onr Contor's experlQuces wlLh the use of LUg federal TJTC program in 
tlu? competitive emi>loymcnt of mentally retarded persons is represcntottve of 
aimilnr piograms in ihc state of Virginia and tlirougiioul the entire nation (see 
artar.licd stni Istlcn I inf ormac io\o • The following is a typical scenario describing 
ilu? job placomtMiL of a severely disabled/nientaily retarded individual. 

Joe is 26 years old and modern te I y mentally retarded. Since ho gradiiatod from a 
special education program at age 22, he Ixas attended nn adult activity renter 
where, he engaged in such tasks as folding and inserting into envelopes, collating, 
and assembly work, as well as social and leisure activities. 

When Joe was takun to a job iAlerview (Qr a pot scrubbing post ion in a local 
restaurant, the employer was skeptical that Joo could handle the job. Although we 
felt that Joe could be trained to pel form the job successfully, he possessed few 
related work skills and was not a strong candidate for the position. The employer 
wns per?^uadi?(l to give Joe a try in the position when lie learned about the 
availability of the TJTC. In effect, during an extended "trial" period, the 
company receives a federal tax credit <Sn the disabled worker's wages. Tlrts 
arrangement offset the risk the employer folt he was taking when he hired the 
mentally r<»tarded yuung man, 

Joe is presently entering his third year of employment 'as a pot scrubber. He no 
longer loceives federal disability payments and is, in fnct, the primary wage 
earner in his household. Joe perforins his job competently and both he and his 
employer ai o satisfied with the employmonC situation. * 

Traditionally, nientall)(^ retarded Individuals like Joe had little or no chance of 
landing o job in the competitive cuirket. The fedei^al TJTC program provides the 
ieveiagc nec<*»sary to help these workers gain entry into compejiitive Jobs. As nior.e 
and move handicapped individuals like Joe are given the chance to prove themselves 
as capable workers, the full effect of the T^lTC program will have been to change 
the business community's nttltude townrd hiring the disnblcd. This process has 
only just begun. ' 

I would like lo thank i^ou for the opportunity to advocate for the extension of the 
federal Targeted Jobs lax Credit program wliich expires December, 19Q^^, % 
Shoul<! this program <*xpire, T believe that the handicapped worker will ultimately 
'5uf(eri in turn, thjvtnx pay<M- will he called upon to bear tlie consequences. 



Patt Iria A, (^oodall 
Tratning Assorintc 
Rehabilitation Res<?arch & 
riainlng Center 

PAG/sw 



Sincerely , 
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VVtSl MAIfHSVRrCT • RICHMOND. VtRGlNIA ZUO^ (XKJl ♦ rHONih^OtVl) Z57-iaSl 



Taryeted Jobs Tax Credit Inrorniatio n 

Obtained via personal conmuni cation wi th David i^o^i son , 48 "G" $W» Washington, 
DC 20024; (202) 646-^1566. Mr. Robison is associated wi th a group that is 
doing some congressional lobbying in favor of the* extension of the TOTC.'^ The 
group is: Committee for Employment Opportunities » 1101 Connecticut Ave, NW, 
5th Floor. Washington, DC 20036. 19 January 1984 

Patricia A. Goodall 

Statistical information for 19i^3 Fiscal Year ending 9/30/83: ' 

*** Tota1 TJTC nationwide for every elij[ibilit y group: 

1»286,947 vouchers issued * 
431,182 certificates issued • . 

Nationwide for the handicapped group: 

78»683 vouchers 
25,412 certificates 

The state of Virginia is in Region UK which consists of Delaware. District of 
Columbia, Maryland, Pennsylvania, West Virginia, and Virginia. y 

Totals for the Region : Totals for Virginia : 



US, 786 vouchers 
36, 776 certificates 

Handicapped: 8,331 vouchers 

2.482 certificates 



33,203 voucher^ 
10.340 certificates 

Handicapped: 2,160 vou^ers 

822 certtificates 



By other n^'QUPS 

Youth (60% of total): 
Veterans : 
Ex-Convicts: ■ 
Handicaoped: 
CETA: 

General Assistance: 
SSI Recipients: 
AFOC Recipients : 
Simmer Youth: 



1,536 certif. 

453 " 

724 " 
822 
4 
34 

14 " 

1.161 " 

592 " 



Virginia has less than one-third of the total 
vouchers issued for the Region, but has almost 
one-third of the certificates issued. 
Virginia has a better percentage of vouchers 
that become certificates than a>iy other state 
/ in the Region. 
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Senator Hkinz. Sister Judith. 

s 

STATEMENT OF SISTKR JUDITH SCHLOEGEL, C.SJ., EXECUTIVE 
DIRECTOR, LEEO. WASHIN(;T0N, DC 

Sister Junmi, Good arter^ioon, Senator Heinz, 
My m\xn6 is Sister Judith Schloegel, and I am the executive di- 
rector of an ex-offender employment program known as ''Libera- 
tion of Ex-Offenfders Through Employment Opportunities// or 
LEEO. 

LEEO is a Washington, DC, community-based program funded by 
the Washington, DC, Private Industry Council and designed to 
secure suitable employment for male and female ex-felons. 

To date, 2L8 companies' in the Metropolitan Washington area 
have hired LEEO participants. Six hundred and forty-four training 
and/or job opportunities have been secured for ex-felons. 

There are an ^estimated 4,000 unemployed ex-offenders on the 
streets of Washington tod^y, The TJTC is a significant tool in their' 
job placement. Seventy-five percent of those referred to LEEO^have 
less than 12 grades education, have less than 3 months work expe- 
rience, most have children, all have been convicted of serious felo- 
nies. The obstacles they face in a competitive labor market within y 
a cjty plagued by high unemployment demand employer incentives 
if suitable training and/or job opportunities are ever to be secured. 

Of the G()4 placements through LEEO, 2G9 placements have been 
^ ^ made with companies who hired ex-felons on condition of receiving 
the tax credit. ^ 

On behalf of the thousands of ex-offenders seeking employment 
today as well as for the 600,000 persons currently incarcerated, 
many of whoni will he released over the next 5 years and need em- 
ployment for a successful tr>ansition back into society, 1 strongly 
urge that the TJTC be extended. 

1 offer four important reasons for this 5-year extension: 

One. The TJTC is a viable incentive in encouraging prospective 
employers to train and/or hire job-ready ex-felons. 

Two. The TJTC provides the unskilled, inexperienced ex-felon 
with a tool by which he or she may approach a prospective employ- 
er with a sense of credibility. 

Three. The cost of e)Jtending the TJTC is far less than the oulra- 
" geous cost to America's taxpayers for incarcerating thousands of 
persons who would themselves, if hired, be taxpaying, contributing 
^--trlembers of society. _ 

Four. Chief Justice Warren Burger has introduced the model of 
> factories within fences.. Prison industry would train and prepare 

persons for the world of work, thereby easing the current tension 
of inmate idleness within the institutions. Job placement would be 
expedited, thereby reducing the serious condition of overcrowding 
within the prisons. 

Tht? targeted tax credit, used creatively, could be one of the most 
significant factors in the future development of prison industry in 
the United States. 

Thank you. 

Senator Hkinz. Sister Judith, thank you very much. 
[Sister Judith Schloegers prepared statement follows:] 
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DATKi M.ircl. 7. 198A 

SUBJECT: SENATE SUUCOMHITTEE HEAKINC ON TrtE TARCETliD JOBS TAX CKKDIT 

TESTIMONY BY i DR. JUniTH SCHLOEGEL. C.S.J. 

/■ _ > 

Good afternoon. Senator Uolni and Mfi»b«r» the Subc owcnl t t . My nsne l» ' 

Dr. JudKh Schloegel. 1 «» a Roman C*thollc Slater and the Ex«cuClv*i Director 
uf an «x-offen4l«r oaploymttnt progrnn, l.lbcrwtluo uf Ex-Offftndarn ThrouR^ Ewploy- 
Btent Opportunities known aa LBEO. LlvKO la n Waahlngton. D. C, Co'iiBun 1 ty-based 
p^pcugrAn (undod by^ the Wash Ing t o n . U . C . Private Induatry Council, designed to 
secure suitable euploymcnt for male and fttwale ex-felona. Tbo service* provided 
through l.EEO includei thorough ocrcenlng; c ompr ehc na 1 ve Job rcndlnasa; pre- 
omployment counaallng; job dcvalopment; job placevtont; and a one-yeoc p«rlod of 
follow up suparvlslvn and auppovtlve a^acvlcfcs. Since 1 b'agan thft program In 1977 
over 5,000 ex-felons have rcqueated Job aialatance. To date. 218 conpanlea In 
the metropolitan Waahlngton ato* have hlrtd l.EEO participants. 775 training 
and/or Job oppor tun 1 1 1* a have been aecurod. The coat per participant la Icsa 
than $1500. per person (compared to S16.D00. to $40»000. to Incarcerate one 
person for on« year) and Lh« recidivism rale is leas than 101 (compared to a 
oaClonal estlniAto of 701.) 

Th# Targeted Joba Tax Credit (TJTC) lo dattlgned to glve'an ex-offender "who 
necdo a break the chance to bccone a; productivu wa go-oai nc r" . Thero arc an 
esllmnted 'i , 000 unemployed ex-offcudcca on the QtreeLs of Washiirgton, O.C. 
today. The TJTC Is a significant tool In their Job placement- 75X of thoae 
referred to LITeO: have lass than 12 gradea education; have 1«i»b than three 
^ontha uurk experience; moat have children; all have boen convicted of serious 
Colonics, The obstacles they face In a conpetltlvo labor Blark<^t within a city 
plaguod by ^gjj^uncrnployment demand ceap 1 oye r- Incen 1 1 vca If aultable training 
and/or Job o ppo r t uu 1 t la s are to aver be secured. The TJTC la auch an In- 
centive. iiOf the 7 75 placaments through LEEO, 269 were Biade with companies who 
hired, cx-f el ons on condition of receiving thla tax, credit. Aoon^ these bual- 
r^^^l0Br Ate the Marriott Corporation; the SlngCft Aerospace and Mnrljia Syston; 
the Truland Corporation; Unified Sovvlcea; the Bureau of National Affalra; 
Fort Mycr Construction Company; the Waahliigton Con'^ntlon Centur; and the 
^ Shirley Contracting Corporation- I quota two enployera who speak to the Import- 
ance of the TJTC. 1) Hr. James Hayas, Personnel Hanagar of Macro Syatoms: 
"1 could not have readily placed o«ploy«a without tha Targeted .Iob« Tax Credit. 
It ha»-'illow^ my company to give enployaant opportunities to Individuals "ho 
voijl^/f^nol hnv J been given ■ a ch«nco otherwlau . " ' 
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UATEi Hnrch 2, 198^ * 

Stl54^CT; SENAT? SUBCOMHITTEC llCARINt? ON THE TAKCKTED JOBS TAX CREDIT 

TKSTIMONY BY: DR. JUDITH SCHLOECEL,* C.S.J. 

i) Mr. Kred Krii««r, PcraonAul Special tat of the Harriott Gi» t ouny Uoiel: "I 
h«v« boon liivolvetl vlth t\\m TJTC progriia *liyte July. 1981. DurlnR thl» line 
I havfe tlisrovor«(l that th« program im vary beneficial to both Lha *i»pioycr 
«nd Applicant alike. From ah ««ployttr*a point of vlftv. .(aspaclaUy In a pro- 
fit - or 1 en c e<l liuiuatry), lax bro«ka ara grcAtly appraclatad. But th« TJTC 
ptORrau also glv^a a feeling of satlsfnctlnn thnc *o«» along with it. When 
hiring on ex-felon Or handicapped Indlvldu^il. ar« taking « chance. llou- 

«v«i , whea they turn out lo b«- vAluable etiployen. which many B"l»» * 

great deal of tn t 1 * f ac 1 1 on . Soraa of thcaa employe* mrty not have been glv«n 
th« chance If It had not been for the TJTC program, " 

On behnU of Ct»e rhoiivanda of unemployed ox-offandfro aeeklng e»ploym«nt today, 
an well a» for the bDO.OOO person* eurrsnlly I nc a i c e fa t « d - many of vho»i vlll 
be roloaned and no«d enployment for a auccesaful tranaltlon hack Into «oClety~ 
1 Jlrongly t»rge that Lbc TJTC be exceudod. 

UirORTAHT REASONS FOR THIS kAtKNSION INCLUDE: ^ 

I, The yJTC is a viable Incentive In encouraging prospect Ive ^nploycrs to 
I ruin jin«i/or hire job-ready ex-felona. 

i^. Ihu TJTC provides the tmaklll>id. Inexperienced ex-felon ulth n tool by 
which bu/fihr may api>roach « proapectlve employ tT with a senao of 
crtdiblllty. \ 

3. fhc coat of tt^tLendlng the TJTC la far lesa than tbe outrageous eoat to 
Amerlca'a tax payet'ii for Incarcerating thousande of peraona who would 
llMimaelveo - If hired— be contributing, tnx-paylng cltlien>, 

h. Chief ItiHtlc* Warren Burger hao Introduced t^nodol of "Kactorloa , 
Ulthln Fenceu". Prison Industry would train «nd prepare p«raon» for 
the world of vork. theroby easing the current tanelQn Innate Idle- 

ness wlt|^^ the Inn t L t a t Ions . Job placamcnC would b« expedited, theie- 
by reducing the serlouA condition of o v c v -c r owd In g within the prtsona. 
The Targeted Jobc Tax Credit, used Croat Ivoly. could be one of the «oaL 
algniricnnt fnctors In the ftitufo development of prison Ifiduntry In the 
Dntted St/itea. 
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Senator Heinz. Mr. Kirk. ^ 

STATEMENT CLAUDE KIRK. JR., DIRECTOR, VOCATIONAL 
SERVICES. HABILITATIVE SYSTEMS, INC., CHICAGO, IL 

Mr. Kirk. Mr. Chairman, it is a privilege and an honor to come 
before you today to present my testin^ony on the extension oT the 
targeted tax credit. 

My name is Claude Kirk. I am director of vocational services for 
riabilitative Systems, Inc., a human social service agency in Chica- 
go. We are a not-for-profit rehabilitation agency serving the infier 
city of the West Side of Chicago. We deal with all disabilities and 
have a wide rang^ ctf programs, ranging from school children to 
formal job training programs. 

In my capacity as director of vocational s/ervices, it is my respon- 
sibility to establish job training programs for the handicapped and 
for the economically disadvantaged in my service area. This is an 
Brea where unemployment exceeds 18 perqent and there are virtu- 
ally no community resources to ameriorate these conditions. In rpy 
capacity, I have seen first hand the benefits the targeted jobs tax 
credit has provided to the people whom I sC^tve. 

Among our progrgtms is one in which^we manufacture disposable 
pillows for Amtrak and several airlines. We have a sheltered work- 
shop located at 415 South Kilpatripk in Chicago, where these pil- 
lows are made. The people we hire to manufacture these pillows 
are predominately hard-core unemployed who qualify for the tar- 
geted jobs tax credit in seveial categories. 
. ^ We also operate a program where we provide basic job readiness 
training. The pool of employees who complete this trmriing are re- * 
ferred to a number of large and small businesses who have been 
encouraged to hire them because of the existence of this credit. I 
believe that more opportunities exist today because of the availabil- 
ity of the Tj rC Program. 

One year ago we began an on-the-job training program with the 
Chicago regional office of McDonald's Corp. Participants in this 
program, which we call McJobs, are disabled, economically^ disad- 
vantaged, or often both. They undergo an extensive trainmg' pro- 
gram in nearby McDonald's restaurants for^a period of 2 to 8 
months, depending on their particular disability. This training con- 
sists of their working one-to-one with a McDonald's employee who 
serves as a job coach to learn b^sic job skills and the various duties 
associated with employment in a McDonald's restaurant. Oncfe the 
training is completed, they become employees of a McDonald's res- 
taurant and are mainstreamed into the McDonald's workforce. 

I wish all of you could attend on6 of the graduation ceremonies 
for a McJobs class and see them receive their silver spatulas for 
their efforts in front of their parentis, friends, and peers. McDon- 
ald's recently received an award from Governor Jhompson for its 
role in this program. 4 

I truly believe that while these activities would stnl be supported 
by employers, the presence of the targeted jobs tax credit gives 
them an additional meaningful economic incentive to train and 
hire disadvantaged people. 

s ' ' ■ • ' 
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I ftirther belieye th^t we have only begun to understand and U8e 
this program, and that H will become more effective as em^oyers 
and others itearn about It. For 'this reason, I urge you to extend it 
by enacting S, 2185 for 6 year^, so thfiit organizations like HabUitfi- 
. tive Systems and employers will use it to the be^nefit of the disad- 
vantaged who want and need employment. ' ^ 

Thanks for this privilege. 

Senator Heinz. Thank you very much, Mr. Kirk. 
[Mr. Kirk's prepared statement follows:] 
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'J.'^W^ZViEm BY » 
Claude Kirk, 

Director of Vocational Services for Habilitative Systems » Inc. 

March 7., 1984 ^ . 

ON TARGETED JOBS TA}CXREDIT < . 



Mr. Chairmi^n and members of the coj^unittee, it is privilege 
and honor to come before you today to present my testimony on the 
extension of targeted tax credit. . ^\ ' 

My name ^is Claude Kirk, and I am Director of ^Vocational 
Sei'vices foif Habilitative Systems, Inc* a human/social service 
agency in Chicago. We are a not-for-profit rehabilitation* agency 
serving the -inner city West Side of Chicago. We deal w^^th all 
disaMlities and have a wide ran^e of programs, ranging from school 
childreVj to formal job training programs^ ' 

In my capacity as Director Of Vocational Services , it is my 
responsibility to establish job training programs for the handi- 
capped and for the economically disadvantaged in my service area* 
This is an area vhere unemployment exceeds- 18% and where there are 
virtually no community resources to ameliorajte these conditions.- 

my capacity, I have seen first-hand the benefits the 
Targeted Jobs Tax Credit has provided to the people whom I serve. 

Among our ^.^rograms .in one to manufacture disposable pillows 
for Anitrak and several airlines. We have a sheltered workshop 
located at 415 S • - Kilpatrick.Xhicago , where these pijllows are made* 
>rhe people who we hire to manufacture these pillows are predomi- 
nantly hard-r^re unemployed who qualify for Targeted Joba Tax 
Credit in sevWaJ categories. 

We also operate a program where we provide basic job readiness 
traijiing. The pool of employees who complete this training are 
referred to a number of large and small* businesses who have been 
encouraged to hire them because of the existence of this credit. I 
believe that mor^ opportunities exist today because of th<^ avail- 
ability of the TJTC program. 

Onev year ago we^rbecjan an on-the-job^ training program with the 
Chicago Regional, OffaijbQ 6f {McDonald's Corporation, Participants in 
this program, whiqh We call ^McJobs" , are disablet^, or economically 
disadvantaged, or often both. The/ undergo an extensive training 
program in nearmr McDonald's restaurants, for a period of two to 
three months, depending, on their particular disability. This 
training consists of their working one-on-one with a McDonald's 
employee who serves as a "jbb coach" to learn basic job skills and 
the various duties associated with employment, in a McDonald's 
restaurant. 
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Once the training 'is completed, they become employees of a 
McDonald's restaurant and are mainstreanjed into th^t McDonald's 
workforce- 

I wish all of you coujLd attend one of the graduation cer- 
emonies for a ''McJobs" class and see them receive a silver spatula 
for their efforts, in front of their parents, friends and peers.^ 
McDonald's recently received an award from Governor 'rho^ipson for 
Its role in this program. 

I truly believe that while 'these activities would still be 
supported by employers, the presence of the Targeted Jobs Tax 
Credit gives them an additional meaningful economic incentive to 
train and hire di-sAdvantaged people . \ ^ ^ 

I further believe that s^WQ^have only begun to understa ana 
use this program and ttjat it will become more effexrtive as employ- 
ers and others learn about it. For this reason, I urge you to 
extend it by enacting S. 2185 for five" years, so that organizations 
\ like Habilitative Systems and employers will use it to the benefit 
of the disadvantaged who want and need employment- 

Thanks for the privilege" of appearing before you to^<l^ to 
discuss this vital program, , - y / 



Senator liEiNZ. Mr. Brown, 

, STATEMENT BY LARRY BROWN, PRESIDENT, 70001 LTD.-THE ^ 
YOUTH EMPLOYMENT CO.— WASHINGTON, DC 

Mr. Brown. Mr. Chairman, thank you for the opportunity to tes- 
tify- - — . 

I am Larr:J^ Brown, President of 70001 Ltd.— the Youth Employ- 
ment Co —but I also represent today the 29 member agencies of 
the National Youth Employment Coalition. . 

I appear before you to Jend strong endorsement to the proposed 

extension. ' ' - I 

For the past 14 years, 70001 has been preparing a very special 
group of young people, high school dropouts, for the world of work. 
Since 1976 we have been able* to place 20,000 high school dropouts 
into jobs with private employers. We, achieved this success, despite 
enrolling youth who face serious obstacles to ernployment. The tar- 
geted jobs tax credit is a powerful incentive and an invaluable tool 
in our efforts to place disadvantaged youths. 

Putting these youngsters to work certainly requires a well-de-^ 
signed and well-managed training program, but still these youths 
represent a risk to the potential employer. The risk equates to cost, 
and the targeted jobs tax credit can often serve as the determinate 
which mitigates that cost 

With that background, I am pleased to offer you four recommen- 
dations: 

The first and most obvious is to |)ass the 5-year extension. I he 
strongest argument I can make to support the extension is that it 
will finally send State administrating agencies the message that 
the TJTC is here tp stay. Currently, inconsistent State administra- 
tion is the biggest barrier we face to effectively utilizing the credit. 

Furthermore, a 5-year extension will add consistency to the tech- 
nical implementation of the targeted jobg* tax credit. Previously, 



^ each year's extension confused employers and certifying agencies 
through the ab?>ence of IRS guidelines regarding employer liability. 
* Second, extension for 5 years will preserve the targeted jobs tax 
credit for the Summer Youth Employment youths. The summer 
credit become3 particularly important this year, as most of our 
major cities face huge Federal cuts in funds available for Summer * 
Youth Employment. Formerly, funds were targeted to urban areas; 
but under tlu^ Job Training Partnership Act the same number of 
youths will be served, but funding will favor rural and suburban 
areas. As a result, it is important that incentives such as the TJTC 
, , . be available in our cities. 

\ Third, 1 encourage you to encourage coordination between the 
targeted jobs tax credit and other employment training activities. 
Currently, many of our national employment training programs 
don't work in coordination with each other, I recommend that in 
order to encourage coordination, whiit you do is encourage the ? 
State employment services to allow community-based organizations 
to certify youngsters eligible for the targeted jobs tax credit. 

Fourth, I encourage you to expand the targeted jobs tax credit to 
, mclude IG- and 17-year-old high school dropouts Curr^^ntly, 16- and 
17-year-old youths are only included if they are enrolled in State- 
certified cooperative education programs. It is an unfortunate irony 
that if these IG- and 17-year-old high school dropouts were enrolled 
in school, and presumably better off, they would be 'TJTC eligible. 
But because they are out of school, measurably more unemployable 
and at greater riak, they cannot benefit from the targeted jobs tax . 
credit. ' , 

On behalf of the hundreds of thousands of young people served 
by the members of the National Youth Employment Coalition, I 
thank you for the opj^ortunity to share our recommendations. 

Few of us would disagree that young people will form the founda- 
tion of our national defense and the quality of our American life, 
but millions are in danger of being permanent]^ left behind if they 
are unable to attain education, training and work. The targeted 
jobs tax credit is an essential resource in our ability to provide it. 

Thank you. 

Senator HKiNZ. Mr. Brown, thank you. 

[Mr. Brown's prepared statement follows:) r 
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Mr, Chaixmem, nwnbora of tho Sobcanmittoa, I am honored by tha 
opportxmity bo teetify toda^r on the mattar of extending tho T^argptal 
Jobs Tax Credit (TOTC) for an additional five years^ I am Vxrry Brown, 
President of 70001, Ltd. — Otie Youth ]«itployjnont Ccnpajiy, but I also 
reproobnt today the 29 member agencies of tha National Youth Brtployrrent 
CoeQition, I ttppear bofore you to lend strong endorserent to the 
pcqposed extonsioo and to i^laud Chairman Heinz for Jntroducingr it, 

Tb pcoviae a porapective for ny recommendatione, ploasc permit ma to 
tell you a bit ^Jbout 70001 and our history of treilning and placing 
disadvTmtagcjd young people exclusively with private (snplqyars. 

for the past 14 years, 70001 l^afi been Fce^xarlng a very speciai groqp of 
young people — high 9cho61 drqpouts — for tho vorld ,of wrk. Slnoa 
1976, \4iGn 70001 organized as a private public (Service carporation, sane 
20,000 young hic^ school drqpouts have been placed into jdba with 
private eroployers. Thj,s figure rtjpresents 80 percent of those who 
ccnwlete training. 

We adi.leve this suooess de^te enrol li^ youth who face sorloufr 
dbetacles to enployment. Most of the yoqiig pecplo in the 57 pacogran« in 
the 70001 network kcq 18 years old or youngor,^ fron mixKwcity grxxps and 
fGnvUe- Almost ot^third are parents and 7 percent have more than one 
child, f Mora than 30 pe'roont are fran familiee receiving AHX: payments; 
half are fran families in which neither parent grcjduateJ from high 
9c3iool, Eighty percent . read below a ninth grade level arid many are 
functionally illiterate. Few have etver held a job for mooce than two 
months and m^re than a third have never been gainfully enrplcryed. 

Ilow, then/ did 70001 place more th^m 1,500 of these young pecple into 
jcbs last year? 0\e ijf^xjrtant factor is the stroaj private involveniant 
V in all i^hasos of the program. Through our National Business Associates, 
more than 60 major corporations eind associations parovlde valuable 
guida!^ce, direction and financial support. Locally, hundreds of 
business n¥jn and women advise program staff. 
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^rtiC Targeted Jdbo Tax<Cr«Jit la « powotful incentive And IjwaUvJblo tool 
in 70001 's Efforts to place diBftdvantagod youth, Puttij>gr these 
youngsterB to ;vork certainly W^l^'^ ^'wll desired and well managed 
taojdnlng pcogranv but still those youth tripreeent ri^ to a potential 
eiT»ploi'6r. -mat riflJc equates to coet and' the TOTC often can serve as the 
determinant which loitigfatee t)va coet. 

It is no exaggeration to 3ay that without TJTC, 70001' s task of placij^ 
youth v^ld be Intneaaurd^ly nore difflcvilt. I/at me pffer sane exar^les: 

m Indianapolis, 90-95 percent of pafUcipants are TJTC 
eligible. ftmong the enplqyers ttiere vjho ha^AS taken 
edvanti^ of the tzw credit are the Eli Ully Canpany, 
the nyatt Regencsy hotel, ^L.S. Ayers Departipent Store, 
Kiwanijs H^temational, and Pizza Hut, At the Hyatt 
Regency alone, seven grijduates from 70001 have been hired 
with the aid of 'lOTC, All started work earning $3.80 per 
hour. 

In Wilmlngtcfi, Delaware, 85-90 peirc^t of the ^rt.ici- 
- , pants are TOrrC^eliglble and several arployers actively 
recruit them. These include yfj^lmington Drygoods, the 
city's major retailers and American Scrap Metal Co. 

Tvnc is a niajor jcb plac«i«nt tool in the other 55 programs in the 70001 
' network. But TOTC's Inpact is best Uluatrate^ in hunan teinis. Allow 
me to share with ycU just two exanples: 

In Ha«Ar, Pennsylvania, 21-~year-old . louis Txjwe 
caiplotod his' 70001 traini^ and was hired by Keystone 
Seneco, Inc. at a starring salary of $5.25 per hcxur. Jlis 
enployers says TJTC was a major factor in tlw decisicfi to 
hire Iliouis. Se^^n tronths after starting work, louis has 
alre«iy earned cne raise and is in line for a pronotion 
to nwchinery maintenance supervisor. 
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Dun 8tfl|>l«i of IndLLanappllo, had been jcblea* ifoj: two 
years v^en -he ianrbll^ In 70001, Aa a Vl0tnam-«r?i 
votarim, he was eligible for imc. Ml^wostorn Tree 
Cxppxts hired him clalmingr th^ tax credlf in the pcoceaa, - 
Now Dtti> ia ©arnlngr a ^ «tL?iiy in the sale, depairtmemt 
and hna matriea. 

Those are juct two of the rt|iny thousands of man, an/wanen ^ h?w« 
beooio active partlclparrta the AniarJjcan wrkfto(n;» after being trained 
by th« member agencl«» of the National ^Wh QTployment Coalition and 
oertifled fior the TJTC. \ 

With t>¥it bftckgpround, I'ain pleased to share with you the Coalition's 
specific recannend^tlons . 

^« P^sa the Five-Year Kxt0ra3ion ^ 

70001 and the Coalition strongly support the fWyear «Lnsicn 
oontalned in S.2185. We are not alone. ^ Every ye^ since 1980, the 
ftdmlniiitratlon has pccposed elimination of TOTC. Yotr oveiy y«ar itoro 
than 90 percent of the Sertjite has voted to extend'the tax credit. ^ 

The strongest argynant I can make to" support the extension is that It 
will finally send state administrating agencies the message" that the 
•MIC is heire to stay. Currently, InconsiAtent state adnllnistraticn is 
tile biggest banrler we faoe to effectively utilizing the predit. Itiis 
partly reailt of there being no Incentive to Anstitntiotvilize the 
certification process. a tl^k-year pension wUl fcwlde the 
incentive. 

Furthermorw, a five-year ^xt^ion will add consistency bo the technical 
iiplcmentatlcii of TJIC. t'revlously,^'' each y«r's extension confused 
ertplqyors ajid certifying agencies through the abaense of IRS guidelines 
regarding enployer liability and technical" dvmges in aich iter» as 
retroactive certification. A fiveryear eoctenslcn would solv^ these . 
prcbleira and encxxurage wider participation. 



y Preserve The TJli: . Cor Sitinmr Youth Qrploynient 

' Jt » • 

the Stnnoi: Youth Targeted Jcba Tax Credit is innovation €a\ac^ed laist 
y«ar. It worked aivJ woriced woll. Xn its first test last suffrtna? 
hondreds of 70001 's employers hired youth because of che TJTC* The 
five-yoar extension will pei-servQ this important summer r^fouTOe. 

The suntt^r TJTC becciTBfl a particularly injportailt tool in 1984 as most of 
our irtijor cities face cuts in the federeQ funds eivailable for summar 
youth en?>loyTTient averaging 13%. 

The cuts outlined balow are due to a ' shift , in allocation fbimulas 
prcnptod by the Jcb Training Partnership Act. Potmarly, ^^^^ \iQr^ 
hea\rily tal:geted to urban aroaa. Ondor OTPA, the jjame number of youth 
will be serv^^ but funding fbntulas f acvor . rur^ll and suburban abeas. 
This re-distribution cf arwiBr Jcbs ,;:nDney begins this , sumnwr. As a 
result^ it is ljn»rtant that ijncentives badti as TOTC be Svailablo to 
maintetm the level of suttner employment qpportunities in aities. Active 
prcnotion of the sumer TVITC in these cities could draw in enough 
portlcipation by fsrivate employers to substantially offjtet these cuts. 



Summer Youth E^nplpymont Programs* 
Federal Funding Availfa^Dility 



(IN MJOilONS) 


Service Delivery TVrea 


Summeo: Difference? 


% Difference 




1903 i9fl4 





j^ir^ni^"W|h^sm, ATj 


$ 3.96 


2. 


63 


- $ 1.2^ 


- 32 


Victoile, AL 




1. 


47 


- -29 


- 16 


Los Angeles, CA 


12.34 


11. 


51 


' - .83 


- 7 


Pueblo, 00 


.364 




692 


+ ...328 


f 90 


Br3dgoix>rt, CT 


2.^7 


1. 


70 


- .97 


- 36 


llartford, CT 


1.70 


1. 


65 


- .05 


~ 3 



*Conqres3ional Record,' Vol. 130, #13, ' February 8, 1984. 
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Federal Fundinq Availability (con't. ) 












1.17 


- .16 . 


- 12 


Jflcskflonvll 1«» FT. 


1. 90 


1.50 


.40 


- 21 


Tampa, FL 


1 


.997 


- .263 


T 21 




1 AO 


1,07 


- .01 




Chicago, IL 




12,70 


-11. 38 


- 47 


IncJiaru^lls, IN 


ort 


2. 40 


- 1.50 


- 39 


Worceatef/' MA 


*91JL 


*946 


+ 035 


> 4 


Baltijtoro, MD 


D. 411 


4.50 


- .90 


- 17 


Ann Arbor Area, ^a 


1.70 


1.40 


- .30 


- 18 


Mlnnei^lis, NN 




.885 


- -539 


- 38 


Kfcmsiifl City, MO 


2.20 


X* 90 


- ,300 


- 14 


St- touls, MO 


2.85 


1.80 . 


- 1.05 


- 37 


Diitte Kural cs^, ^f^ 




.40 


+ .14 


+ 54 


Maw York, K2f / 


30.30 


24.30 


6.0 


- 20 


Clevelisnd, ori 


5,16 


2.99 


~ 2.17 


- 42 


Cbluntus, oh/ 


2.50 


2.40 


- .10 


- 4 



^ ncouraqe Ctoord ination Between TOTC and Other Biploy ment 
raining Nativities 

I r^cormend that the subcamittw eiKcarage ooordinatioo between lOTC 
and. the Jcto Tralhij^ Partnership Act by providing ccmTunity-biuiGd 
organizations the authority to conduct oertiiication of ^ eligiJble 
participants- 

Sudi a mandate wculd be one wore step toward crBaticn of a truly unified 
system of .eiplqyront training. TJTC, JTPA and vocational education — 
the three mziin components of our current jdb training syttem — were 
created and continue to cperato in a public polir^ void. Each progran 
has similar ctojectives and all prepare, train and place the ecoooDically 
diijaJvantaged and the handio^jped. Yet, profeasionals in these three 
programs often labq^ in separate vineyards. Wit^ CJongressional vision 
and leadership, we can being about a measuire of awrdination anong these 
valuable programs and begin building a caipr^^j.ve national policy of 
aTploymeitt training, s 
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ttKi currwit lack of ' coordination i« moot pronounced in t»«.wmar. 
«uw«r Jcba px>granv fbr exat|>lo, has i^t to forg« lin)cacr<» with 
agoncios vital tx3 ita success, eatoolally the BT>ployn«nt Sei^dco, whi/:h 
Lb responsible for vouchoring and certifying TOrg eligibility. HAving 
little axperience in dealing with yddth and osrerburdenfld with other 
reaponsibUitiee, the Ehploytnont Servloo haB so fa.r not dene a good job 
of reaching and recruiting youth Cor tho summer jci)3 program, nor hao 
the Brployrwit Service •'sold" TJTC to orployaro. 

70001 recomendfl that the Ehploynwt $ervlco be enoDuraged' to allcv^ 
camunlty agoncies OUch as 70001) to conduct the vouchering of 
potential TJTC-eligible youth" as part of the nonwii intJike prCceSfl- At 
our progran in J«T«etown, New YorJc, fbr eUple, the assistant director 
of the ^ Club which adminiBtars the pcogram has been licensed as a 
1OTC certifier. As a result, all youth vho ont^ 70001 are certified on 
the spit If they are eligible, aient certification is a tjjDe-consiimlng 
process easily handled by agencies that provide erployinont training And 
related services to youth. • Suc^ decentralized procedures would 
streanline intaJ« and certification for disadvantaged clients, as well 
as service providers - 

4. p^j^^^vv^ji^^ 16 and 17 Yeai>01d Hig h Schoo l lArgpouts 

Stre^nlliUng TJTC procoduree \b Important, but exjwiding Eligibility for 
certain out-^-sdiool youth is even nore ^ so- I am speaking in 
p^icular about eooian-lcally disadvantagea hi^ school drofXDUts who 
participate iri training progran;s such as 70001, OlCs of America, and 
others, especially thooe. liatod in the Jcb Training Partnership Act. 
Congress ha3 tho qppDrtohity last session to move in this direction 
through S.900, a bill aponoorod by Sen. Heinz to- support OIC. 

Including all ccnsoAitY-basod organizations wculd be an even irore 
positive step, reaciiii^ into thousands of ccimunities- Currently, to bo 
TVnc-eligible youth in eitiplpyrnei^t training programs nwst bo 18-19 years 
old and econanically dise-flvantaged, or 16-19 years old and enrolled in a 
state certified cocperative oiucation program. Yc^ith ages 16-17 are 
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eligible ocily Cor tha miiwior jobo program. It ia an unfortunate irx>ny 
that If th«i«^ 16 and 17 yaar old high school dropouta #ire cmrolled in 
school, and pre«3r«bly better off, they would bo TUTC eligible. But 
b»5cautte they are out of school, moaaurably'ncaro unenployi4)le and at 
greater riak, they canixjt benefit fran the isnc. 

The follow^ statiotlcs ior Octdber 19.81 Crcm the > n rploymant and Train- 
inq Report of the Preeident clearly portray the ■ disprcportionate 
repreiw^ntation of drcjxjuts among tile un^loyed: 

Unemployinent Ratee 
Graduates Drcpouts 

White 17.11 29.0% 

BliJck 53.5% 73.1% 

Furthoi^Tore, the National Center fbr Eaucetiofv^a StatistieB r^rta that 
28% of the young people who enter the ninth gr2ide acroes Amarlcya will 
never graduate, a 3% incxeaise in the last ten years.' Oie milUon youth 
a year are leacvliig Bdvx>l and Aoplra . repDrta that 80% of the nispanic 
youth in New York City never graduate. 

Lack of educaticnal^attAijTmant is not only reflected in the uneiplcfyment 
rates but also Impacts earnings^ for yearn bo come. , The following are 
some ijT^xDrtant figuree ccn^jarihg annuad mewui earning of males and 
females* baeed <^ levels of educational attalwnent. 

MWLES ^ FEMALES 
8th grade or less $ 10,244 ' $ 5,149 w 

Wi high Bchool 12, 033 ^ 5, 701 

High 8d>ool gradg - 15, 900 8,063 

Completioori of 4 y«^lr(I^X)l lege '26, 970 12,979 



■Based upon Bureau of Census "Conaumer Income" table 48, Education and 
Tbtol Money Earning Persons 18 years old and over. Current Population 
J^eport series, d. 60, No. 137v> 




Oongreas has nade cocperativc educatioii one of the categories v*^ere 16 
and 17 year old youth are eligible for TJTC and fmre than half ol all 
certified: ions have core fron that category*. ttifortunately, too f<3w 
octtiv:mlcally disadvantaged youth stay in school aiid even fewer enroll in 
cooperative education progran^s. 

When the youth do dropout, they end up in pa^ogr^^Ins ^cii as 70001 and 
OIC? {Togratna very similar in deaign arvJ Intent to cooperative education 
prograras. In fact, 70001 w^lfl originally a decnonstration project of the 
Dijitributive Education Clube of America • (EfOV) . Yet, 70001 and other 
training and education progrems hA<^ never been officially recognized as 
cooperative odvication efforts. As a reaiilt, 16 ^und 17 year old drctxxits 
enrolled in our progronifl cannot avail themaelvea of the TOTC. 

We inplore you bo erase this «u:tifical distinction and grant TUTC 
eligibility to 16 and 17 year" old o^it-of- school itDuth enrolled iii work 
refidineBs and education progrtms. 



Conclusion 



On behalf of the Jiindreda of thc^isancls of ycung people served by the 
members of the NatJ-Onal Youth Eltplcyirent Coalition, I thank ycxi for the 
cpportunity to share cur experience and reGommendations . Pew of us 
would dijsagtee that yoong people will tojyn the " fouivlation of our 
iiatiQual defense and the quality of A?f>erican life, but millions are in 
clanger of being parrnanently left behij>d if they are unable to attain 
education, training and woric. The TJTx: is an essential reso^^ircre in our 
ability fo provide it. 

I af^laud Senator HeiJiz's leadership 0id our young peqple in 
Pennsylvania Appreciate his participation ^iS a 70001 Congressional 
Associate. 

70001 and yie Natiorial Youtli Elrsploi'niont Coalition stary3 ready to assist 
^t:;u in \vhatever way cnn. 

Thcsnk yoii, 

*"Puttiivg die Tjmr/etel Jctos Tax Crodit Bock to Work, " NortliGast Midwest 
Institute. 1980, 
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Senator Heinz. Mr. Ethridge, ^ 

STATEMENT OF WILLIS ETHRIDGE, DIRECTOR OF REIIABILITA- 
TION TRAINim;. NATIONAL ASSOCIATION OF THE DEAF, 
SILVER SPRING, MD 

Mr. Etiiridgk, Mr. Chaii'nian, we thank you for the opportunity 
to speak before you this afternoon. . 

I represent the National Association of the Deaf. I am the direcr 
tor of vehabihtation and training with the association. 

The association has been in continuous existence for 104 years. 
Wo are (he largest handicapped consumer organization in the 
country. ^ 

We support the continuation of TJTC, because through our use of 
it in our rehabilitation ai)d training program and in our placement 
Efforts, we have found tliat employers have become more and nf^rv 
open to this tool to provide opportunrties for deaf and hearing-im- 
paired persons to prove tlieir skills and their worth as valuable, de- 
pendable employees in their businesses, 

I did a quick review of ou;- case files and some foUowup, and I 
found that those we placed back in 1978 through the use of this 
toQl, had a retention rate of 70 perecnt of those who were placed at 
(hat time. They are still in the employ of the companies in which 
they were placed. 

I shall not (jirag this out this afternoon, since it is a Friday after- 
noon. I shair simply say again, we strongly support (md urge the 
passage of this bill. 

Senator Heinz. Thank you very much, Mr. Ethridge. 

[Mr. Pimentels statement, delivered by Mr. Ethridge, follows:] 
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The National Aasoc.lation of the Deaf (NAD) is a consumer 
organization represontino the social, educational, leg /s lati ve , 
- am-l^^conomic interests of hearing impaired persons' in this 
country. Th<. NAD was ostabliahod in 1880 and has been In 
continxious existence fcr 1C4 years. W« j,re the oldest and 
largest ha^icapped consumer organization in thg country, 
representing a hearing impaired popi>lation of I6h million 
citizens. Our membership consists of persons Cix.m all over 
the United .States Including affiliated State Associatiorts in 
all 50 states and the District of Columbia. 

Our work includes, but is not limited to: ensuring that 
deaf citizens en^oy the same rights and privileges that all 
Ainericnn citizens arf= entitled to; elinvination of discriminatory 
practices against deaf people through ongoing support of our 
legal Defense Fund; advocating fyr improved programs of 
educ/Ation, vocational training, and .sc^cial, mental health, 
and rchabiUtation services throughout the country; serving 
as an information clearinghouse on deafness; and publishing 
books, and a newspaper and magazine devoted to deafness- 
related topics which have nationwide circulations. 

-Specifically relevant to the proposed Targeted Job Tax • 
Credit Bill is our major in-house effort in tho area of 
rehabilitation ^n^ training of deaf and deaf/multiply-handicapped 
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indi vidua Is , 

In keeping with tiie National Association of the Deaf's 
conchas for tho oducational and econoinic interests of deaf 
persona, we established a Rehabilitation and Training Program 
in X977 within our Home Office located in Silver Spring, 
Maryland, We provide direct services to deaf residents of 
Montgomery and Prince George'^ Counties, Maryland and the 
District of Colvmibia, This program was designed to be the 
model for other localities aerosol the ^:oimtry. 

A profile of clients we have served indicates as many 
as 60% were having difficulty in making the transition from 
high school to the job* market. The remainder of the clients 
were chronically unemployed because of a) resistance by 
employers to hire persons with comnuxnication problems and 
b) lack of \inder standing by our handicapped clients of their 
rospons 1 b i 1 i t ies to employers. 

Tho philosophy of the program is to build upo^^the 

strengths oC clients. Job training skills in clerical areas 
it 

and mail handling skills are provided.. These classes are 
instructed by skilled deaf persons who have succeeded and who 
now serve as role models for clients. Client counseling, 
placemont, and follow-up services are provided. 

In 19 00', services were expanded to include Vocational ■ 
Ivvaluation and Work Adjustment Training. It was also In ^80 
that the program was duplicated at our Branch Office in 
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Indii^napolls; Indiana. the overall program hag been serving 
240 deaf clionts annually. 

During che first three years of operation, BO to 9'5% of 
our clients were placed in competitive imsubsidized 
omployiiient. It is projected that the pliicement rate Cor 1984 
will bo no less than 80%. 

We iilso ftst-oblished and worlcod jointly with our affiliated 
State Association in Massachusetts in the operation of 
Developmental fvaluatioii and Adjustment Facilities (n,E.A_F,, 
Inc.), a rehabilitation and psychological services center 
for deaf and harcT of hearing residents of the New England, 
a rea . 

Because of our determination to ensure that our deaf 
citizens are given every possible oppt>rtunity to enter the 
job market in this country, I am before you to support 
continuation of the Targeted Job Tax Credit which passage* of 
S. 528 IS would ensure. We ask that authorization be for a 
miuimimi of five years. Our support is based upon the 
exix^riences of our NAD Rehabilitation and Training Program 
staff members who have boon involved in the job placement of 
deaf: clients with various companies in the private sector. 
In -r.chievlng job placements, our placement specialists 
have utiUzed thc.i Targeted Job Tax Credit as an incentive 
for employers to provide opportunities for deaf applicants 
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to prova their skills and value as loya^l , depondable 
employees. The majority of placements achieved tiiroucjh the 
Targeted Job Tax Credit incentive with these companies would 
not have been accomplished if it were \\ot for this incentive . 
It should be noted that we have used the Targeted Job Tax 
Credit with both large and small businesses/ 

UAomployment rates of deaf people run S6 to 100^ higher 
i^than for the general population wi tlNcj^r i^jAons geographically. 
Through follow-up to placements and review of client files, 
we hnvQ fOLind a retention rate of 65% for deaf clients 
placed til rough the Targeted Job Tax Credit-- 

The goal of the Federal/State Vocational Rehabilitation 
Act supported by Congress is to assist disabled Ajnerican 
citizens to take their place in competitive, unsubsidized 
employment".- The Targeted Job Tax Credit has proven to be 
a positive force in opening more businesses for job 
placements with clients who are deaf or have other physical 
disabilities- Clients placed through our Program at the 
National Association of the Deaf have been for the most 
part former recipients of SSI, SSDI , or other forms of 
public assistance. The cost effectiveness of the Targeted^ 
Job Tax Credit in the case of the clients we have placed 
has been extremely high. The end beneficiary has been the 
taxpayer. The clients placed, rather than continuing as 
recipi^ts of welfare or other- forms of piiblic assistance, 
have become taxpaying citizens - 

For the above reasons; on behalf of the National 
Association of the Deaf, I urge^your support of S. 52015 for 
a period of five years. 



B2 



58 

Senator Hkinv., You all have presented a very broad sweep ol' ex- 
traordinarily helpful testimony/and I take it that each of you have 
louiid that the program, as you have experienced it and seen it 
work, IS successful. Is that correct? Is (here any disagreement? 

(No response. I 

• Senator Hicinz. The record will reflect that there is no disagree- 
ment with that 

I^ut (here are some people who have ciiticized the program by 
saying ifs discriminatory I suppose that anything that is targeted, 
in a sense, is^jgoing to be discriminatory; but it is saying that those 
people who make this charge say that the program is unfair be- 
cause It giv(-s people who are eligible for the targeted jobs lax 
credit an unfair advantage over those without, given all other 
things being equal. Would .anyone like to react to that accusation'^ 

Yes, Sister Judith? ■ 

Sister Judith Schi.okcei.. Well, in fegard to the ex-felon, I have 
(wo points; 

First, it costs the taxpayer $1(;,0()() -40,000 to incarcerate a person 
or I year. The cost of an incentive to employer? to bring ex-felons 
back into the labor market, ralher tlian the recidivism problem is 
certainly something to be looked at. 

Second, most agree that the factors affecting crime are inad- 
equate education and lack of opportunity So, pei:haps it is just a 
latent period in society's response (o its citizens. 

Senator Hkin/.. Mr. Brown. 

Mr. Brown. Mr. Chairman, ralher than saving that the lax 
credit as constituted gives an unfair advantage, I would argue that 
It eliminates an unfair disadvantage; it really puis them on an 
equal looting. 

Senator IIkinz. Any other comments on this question? Yes, Ms^ 
(roodall? 

Ms. GooDALL. As 1 slated before, the individuals we work with— 
(he moderately and severely retarded - have traditionally been con- 
sidered unemployable. We are proving that that is not true any- 
more. J hey are abll- to hold down certain jobs and become produc- 
tive citizens. In this way the tax credit is so important to us, be- 
cause It IS helping to change altitaides out in the business commu- 
nity, f 

You know, we use the tax credit as leverage to gain entry into 
these competitive jobs, and once they interact and see that the 
mentally retarded (fan hold jobs, it is goin|:; to change attitudes. 
And I think that is what is important. 

Senator Hkinz. Any other comments? 

Mr, Ethuiock. J would just like to second what has been said to 
my lell here, in that it has finally provided an opportunity for, in 
our case, handicapped persons who for their full lifetime have been 
dependent upon public revenue from SSI, SSDI. and other forms of 
public assistance to care for themselves and become taxpayers. 
* The taxf)ayer, in these cases, is the winner, because the deaf per- 
^ .sons and hearing-impaired persons who do obtain employment, ' 
rather than bcMug tax users become taxpayers. »' 
Senator IIkinz. Any other comments? 
(No respon.se. 1 
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Senator Heinz. Lot me ask this: We have had some excellent sug- 
Vgestions; for example, Mr. Marshall recommended that we should 
include the medical determination of handicapped as a method, 
and made other suggestions. 

Should the targeted jobs tax credit be expanded, m your view,^ 
any of you, to include other groups, and if so, which ones? 

Mr. Brown. ^ 

Mr, Brown. I would only amplify my comments that I wpuld like 
to see you expand it to include 16- and 17-year-old high school drop- 
outs. Of course, some argument will be made that that might en- 
courage youngsters to leave school, but ifthink we have found 
under CETA that youngsters didn't leave for the advantage of re- 
ceiving a stipend under CETA, and it is unlikely that they would 
leave school for the advantage of making their employers eligible 
for a tax credit. 

Senator Hkinz. Do any of you have^any other suggestions? 

[No response.] 

Senator Heinz. Now, one of the questions that we invariably 
must ask ourselves, and we have to ask it because of the present 
status of the Federal budget and the large deficits, is: Do the bene- 
fits of this program outweigh its costs? And many of you have said 
as much. But is there anybody here who would either like to ampli- 
fy the points that they made, or is there anybody here who believes 
that there isn't proof that the benefits of this progi-am outweigh 
the costs to the taxpayer? 

[No response.] 

Senator Heinz^ I gat^her it is fair to say vou all feel that the con- 
trary is true, that the benefits do outweigh the costs. Does anyone 
want to hazard to what extent— addition to their testimony already 
on the record- at this point? will have other witnesses, who will 
testify as to this, but if you have %idditional information I don't 
want to preclude it from being on the record. 

Yes; Mr. Brown? 

Mr. Brown. I could simply provide one example: 

A yountf man in Indianapolis, a Vietnam-era vet is why he quali- 
fied, was* unemployed for a 2-year period and has now been em- 
ployed for a 2-year period. Presuming eve^i that his employer took 
the full tax credit for his first 2 vears of employment, that still 
doesn't exceed what he was paid for those 2 years he was unem- 
ployed and what benefits he drew. ^ 

Senator Heinz. There have been suggestions made so far, but I 
want to ask one other question: Are there any other ways that we 
could YTKake the program more costeffective and efficient? 

Let me give you one example: Back in 1981, the program was 
subject to some criticism because it was possible for an employer to 
hire someone and then get that person certified. Now, we corrected 
that in TEFRA, as I recollect, and obviously we have dealt with 
that prpblem. 

' There is a suggestion that is going to be made on how we can 
improve certain, aspects, but I wonder if any members of this group 
have any specific suggestions along that line, that would make it 
more efficient or effective? 

I know some of you have mentioned that one of the ways to 
make it more effective, assuming that it is efficient, is to give it 
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conliiiuily so that people will not only know about it but the State 
administering agencies will learn to use it better, that there will 
exist, because people like yourselves, employers, and others create 
a public edivqation ca-mpaign, and that by vii tue of an expansion, 
^^rowth of the i)rogram, it will overcome some of the original 
stigma that seemed ^ to be attached to-- it, which was, the more 
vouchers that are in circulation, (he less exceptional it becomes to 
have one, and the less of a stigma it becomes, to the extent people 
react to it thai way. 

Are thei-e any additional ideas? 
'"^ Sister Judith. 

Sister Judith Schloegkl. Under the Jobs Training Partnership 
Act, which replaced CETA, there is cuirently on-tht^job training 
reimbursement to an employer ^'ho trains. Up ti) $5 an hour, the 
enip!()y(M- leceives oO-pcMcent reimbursement per month. In many 
Stat(^s (here cannot be a subsecjuent hiring with the targeted jobs 
tax cit^dit, and the suggestion to make it more efficient, 1 believe, 
would be that, if the person completes training with the empfoyer, 
the employer (Iumi is given an a^ded incentive of the tax credit 
U|)<)n hn ing. 

Senator lJ.HfN''z> Very welL Well, I want to thank all of you for 
(Excellent testimony You have given us a very strong case, and I 
think you have answered the critics of why this program need§ to 
he coiitnuied. It hel[)s. p4^op!e who really do need help, who liave 
suffered a gn^at deal of difficulty in discrumnation and se[)aration 
Irom tlu» job force, for a variety of reasons, and I thank you for 
helping us establish that record, You have all been excellent. 

Thank you very much for being here. 

Our nt'xt panel consists of Arnold ("aritor, Phil FJurnette, William 
Kolberg, and rJack Bloomer. 

(ientleuKMi, would you pU^ase come forward to the table? I am 
goHig to ask Arnold ('antor, the assistant director of the Depart- 
ment of Kconomic Kt^search ol* the AFL-CIO to !)e our first vvimess. 

Pl(\i.s(^ piocec^d when you are i*eady, Mr. Cantor. 

STATKiMKNT OP ARNOLD ( ANTOR, ASSISTANT I)IRK(T()R. I)K- 
PAirrMKNT OK IX ONOMK' RKSKAIU H, APL^( lO, WASIUNCHON, 
l>(\ A(:( OIMPANIK!) nv MARK KOHKRTS 

Mr (^XNTOK. Thaiik you very much. Senator. ^ 

I am ra(.W:r cold and lonely in this room in my position. I would 
lik(^ t(^ inlnJ]uc(.^ my colleague. Dr. Mark Roberts. 

Sc»na((^r IIkinz. If that would make* you any less cold oi* lonely, 
b}' all mc^anfe 

Mr. C'VNTou. It has, and it will. Thank you, sir. 

The APh-CMO reconunends that the Targetcni riobs 'lax Credit be 
allow(»d to expire as scheduled on December HI, 1!)84. We have seen 
no evidence that the program has in fact generated any new jobs 
nor has been of particular benc^fit to tlu* target groups; i-ather, evi- 
dtMic(^ shows that em[)l()yers have received windfall tax benefits for 
doing what they would have done anyway, and there is consider- 
abl(» potonlial lor job substitution and job (hsplacement . 

T\w main indicator of failure and waste has been employers 
claimmg credits retroactively for persons already on the payroll. 
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According to one study, 80 percent of certifications were retroac- 
tive. 

Another pMoblem is that the hiring of a targeted group member 
may mean that someone else may be unfairly denied a job because 
he or she is ^yt subsidized, and there is muoh more ilitense compe- 
tition for available jobs among those in the txirget groups. 

Again, we have seen no evidence that employers actually expand 
their payrolls to accommodate additional workers from targeted 
groups. 

In an analysis- of our own on the most recent addition to the 
target list— Summer Jobs for Economically Disadvantaged Youth, 
agQd 16 or 17 on the Jiiring date— showed that summer employ- 
ment for the 16 and 11 year olds resulted from additional jobs in 
government and in private houseljold service, not .areas entitled to^ 
the credit. Unemployment rates for the feroup as a whole fbll 
roughly in line with the overall moven^ente in the labor force, and 
black youths, one of the prime target groups, did not share in the 
general improvement in unemployment rates that did begin. 

Finally, Mr. Chairman, I think the most Wnportant issue here is 
that the evidence of the need for jobs and the need for solving the 
problems of the unemployed isrfjlear but I do not think that evi- 
dence is in any way a justificatmn for the use of a jobs tax credit. 

We yield to no one in our commitment to full employment for all 
who are able and willing to work, and to the proper training of 
workers with special needs; but we are convinced the Targeted Jobs 
Tax Credit Program is the wrong route, and it should be promptly 
discontinued. 

Thank you. 

Senator IIkinz, Thank you, Mr. Cantor. 
[Mr. Cantor's prepared statement follows;] 
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STATKMENT OF Attjf«40LD CANTOR, ASSISTANT OlRtCTOR, 
DEPARTMENT OF tCONOMIC RESEARCH 
AMERICAN FIU:>ER ATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
BEFORE SENATE COMMITTEH ON FINANCE, SUI\COMMlTTEE ON ECONOMIC GROWTH, 
EMPLOYMENT AND REVENUE SHAi^NG 
HEARINCiSON TARGETED JOBS TAX CREDITS AND 5- 2185 

MARCM 2, 198'/ 

V iiuroduccd ai> the "3o!) Opportuiuty Ac t of 1983," is a bill to oxicnd 

the life of the Tar^et^ul Job^ Tax Credit proi;rdrn (flTC) for another dvo years ' 
to OccefDbor 3(, I9S9- 

The f\fl.-C\0 rerommcTids ihr.\i iho TJTc be allowed to expire as si heduled 
on December 3|, i98^. There is no evidence th.ii the program has generated any 
new jobs or been of particular benefit to the target groups. Rather, evicJence 
show:* that employers received wmdlnil tax benefits for dotng what they would 
have done anyway, and there is considerable potential for job substitution and 
displa<.,ernent. Moreover, ,\s tin* "target" group expands, the competition for 
available jobs an^ong those m the group hrip^htens. 

h\ tts present form, the program has k ally dates from 1978 when tax credits 
for businesses hiring workers in seven "target" groups were wiitterrinio iaw. In 
general, ilicse groups included certain caiegoi ies of assistance recipients, 
handit appf^d j>ei sons, ex -conv.u Is, Vietnam veterans, and economically 
disadvantaged youth. Tlie credjt is equal to ^0 percent oi the first $6,000 of ^• 
wagos paid lor the first year of employment and ?> percent in the second year. 

In 1981, involuntarily terminated CT l A eniployees were added; and in 1982 
(1 edits ^veie establishctj (or businesses hiAng economically disadvantaged yoiith^x 
ages 16 and 17 for summer jobs. U\c cfedit for lh<' summer job group is 8.'5 
perv ent ol up to S^OOpot wages paid in any 90-day period between May I and 
September I "i. 

nnis, ll^e basic appr oach has been in place for about six yeai s- The 
exfv^nence with it has b^en far from satisfactory, and the program has l)een 
subject to (c)nsidera!)le abuse. 
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(>t\e of the mo*n problems in the past has been that employers were able to 
claim credits for persons who wcr<? already on the payrolls or who were hired 
without regard to the availability of n tnx credit. One study produced a finding 
lhat on average about 80 percent of certifications were retroactive/-- employers 
lured first and sought lax certifications later (or anyone on their pAyrolH who^ 
happened to fit into one of the targeted slots- Such a result iyol:)vious!y of no 
benefit to the workers involved and smiply prodiK es a tax v>«jdfa!l for the 
employer at the expense of the general public. 

llie 1981 legislation sought to curb these effects by requh ing^that all 

eligible |ob applicants must have their job service vouchers in hand l>efore they 

} 

begin work, or as one critic put it "to hang a medallion around an applicarU's 
neck that says 'I am one of sevcif targeted groups.' "1/ 

The prosf>ecis-of continued use of the j>rogiam under tUii reformed 
provisions were thought to be considerably dimihished by some experts. A New 
York C ity consulting firm that had cliarged fees for interviewing company 
employees to determine TITC eligibility and get employees certified 
retroactively, called It "a delicious Catch 22." His firm had certified nearly 
S,000 individuals lor 5C0 clients since 1978. Under the new law, he predicted 
lhat a firm that "usually interviews to<lay and hires tomorrow will either have to 
chajige its hiring practices in order to wait for the local job service agency to 
interview and ceMify •eligible employees, or not to participate in the program at 
all."?/ 



1/fTank Swain, Small business Admini^ration, as fjuoled in ON A D aily Labor 
Re|H>rj, Sepiemboi 20, 1982. ^ 

?/Roy Johnson, President of PCS Reports, as quoted m BNA Daily f LXOCUti v'e 
RepofJ, August 19, 1981. 
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Wc do fu)i know whether the situatidh has actually worked out this way. 
Tlie Labor Department has aggressively promoted Ru; program, at least in some 
are<^ of the country. Lolst August, the Department's information service issue^i 
a release concerning the opjrration of the program in New Orleans in the sumnicr 
oi 1983 in behall of the hotel industry, ^t recounted how the local Umployrnent 
S<?curity 5>ervice area mariager was scndmg a team of staUers each week to work 
with the major hotel personnel offices, "Em])loyee applications to thj? hotel and 
TJTC certifications are completed at one time in one place, saving time for btith 
appIiCimt and eniployer. 

"3/ • . , 

This kind of operation is probably not available to' all employers as it 
obviously involves additional money, staff, and effort on the part ,of the 
Fmployrrient Service. Many of these eiiiployees would have been hired in any 
evenl,*tf the hotels actually needed extra workers for their summer tourist 
trade. • • 

^ Another problem is also involved: the hiring t?f a "targeted group" member 

can mean that someone else may Ix^ unfairly denied a job, because he or slie is 

< 

nAt .subsidized. The snme Labor Departmeiit release about TITC in the New 
Orleans liotel r^dusiry quoted a Ilyatl Regency staf^/er as stating that "given two 
qualified applicants, tbe Ifyatt will lure a T3TC-eli^ib!e persor^ first in tliose 
service-or tentt^d positions open." / 

Pie ^>os5ible imparts of discnmirj^atory hiring of thts kind — where it takes 



place are higlUigiited by the surfacing of proposals U\ the Congress to add 



more "target" "groiips to the proj;ram, such as the aged, individuals ^^^jj^ '^^ areas 



iVlj.S. Department of Labor, "A News Summary fpr llispanos,*' Week of August 
29, !9;i3. 
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of high unemployment, and perspns who have exhanyted unemployment insurance 
Ixincfits- 'i Airness" might require an ever-longer list. 

Writing in 1982, Robert Tannenwald o( the Federal Reserve liank of lioston 
cooctuded that "to the extent th^-y are eliective, targeted sobsidibs enhance the 
employment of some- groups only at the ex(>enf;e of others- An cxpansibn of the 
role of targeted sub,sidies would er\courage such displacement at a tim^^ when 
unemployment is at its high(«st rate since the Great Depress ion." !i/ 

The main injpacts of TJTC thus involve eid^er windfall tax benefits to 

einployers for workers they would have hired anyway, or the hiring ol subsidized 

individuals in preference to those v(ilhout subsidies. There is also a possibility of 

t 

-actual (hspiacenient of current employees m favor of those who carry tax 
credits. 

We have learned of a situation where an auto parts plant in Miclugan, 
which had laid ofl a major portion of its work lorce, recently began recaOmg its 
workers as pro<luciton resumed- Some of the less senior woi1<ers, however, had ' 
technically lost their recall rights under the union contract- When rehiring 
began, they were alrnost all replaced witl)^dividual5 wlio carried lax cr(*dits 
under the TJTC program- As can well he imagined, this has catised a great deal 
of grief and outrage for the ex workers who were thus shoved aside. 

We have seen no evidence that employers expand their payrolls to 
accojnmodate additional workers from targeted groups- Rather, staffmg levels 
are kept consistent with tlii» basic requitemenls of Jhe business- T!ie one 



^1 "Are Wage and Training Subsidies t:ost-r:{fective':* Some Evidence from 
the New Jobs Tax Credit," New Eng land llconomtc R_evicw> September- October 
1982. .. ^ ^ 
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proper oiin thai ^ouf^J)! ti.^ condition tax < rcdits on nu rcased employment has been 
genera I fy acknowledged as a failure (the "Now Jobs" Tax C redH of 19/ / and 
1V78). ' ^ 

* "c 

An analysis oi our own on this point (see pages 7, 8, <ind 9) involves the 
most recent addition to the "target" list sumnner jobs tor x-conomically 
disadvantaged youth ages 16 or 17 on t!ie liiring* date. TTie credit is a 
"supersubsidy" o/ 85 percent of up to $3,000 of wages paid between May 1 and 
September 15- !; li[^t went into effect for the sucnmer of 1983, 

I3y comparing labor force and employment figures for 16 and 1/ year olds 
for the months of May-September 1983 with the same months of 198:^, we camx? 
to the tollowing c^iclusfons: 

1. Additional summer employment for 16 and 1/ yeat olds between 1982 
and 1983 carnc not from the private wage and salary sector, but (rom additional 
jobs m governriicnt and in private household sei vice. 

2- Unemployment rates for this group, as compared to a year earhcr, 
began faUtng only in July, in line with the overall movement of rates fory^lhc 
labor (or<.e as a wht)|(r. 

3. IMat k youth, ages 16 and I7, did not share in the general irnproveineni 
in unef))ployineni rates that began in July. Hieir rates worsened as compaied 
with 198?. 

We are very much troubled by the pi ospe< t of the connnuance oi a useless 
sei of employer tax credits in behalf of targeted employee groups. Ilie hst can 
only grow longer with time as pressures develop, possibly involving even -larger 
credit^ and moi e wasie of the taxpay(^rs' money. Ihe present i>rogram costs, in 
terms of lost reVenv;e to the Treasury, are already estimated at over $1 billion i\ 
year. In light of the enormous doficits now being incurred in the federal budget, 
1.1T(' IS a program whirb can very appropriately be dropped. 
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As a (mal (onuncrUary on the fftobicins of cmpjoyrnerit, ! ixm submitting (or 
the record a copy ol the most recent state^ient ol the AFL-C!0 Executive 
Council on " Pie National tcor^oniy" issued on February 20. The At'L-ClO yields 
to no one m its corifimitmcnt tp fuJ! employment for all who are able and wiltii^g 
to work and to the proj>cr training of workers with special needs. But we are ^ 
co»\ytnced that the Tar|yei<*d 36bs Tax (Ved.it p/ogram is ilie wrong route. It 
should Ik* proftJptly disc ontinued. » 
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CMPLOYMr.NTOf^ PlIRSONS AGCS 16 ANiyji/, SUMMER 19^ AND 1983 

TAlM.f; I shows basu" populcition and labor (oroe figures (or 4x>!h the total 
population and for youth ages 16 and 1'/ for each month May-September 1983 with 
compafispns (or the same months of 1982. 

In the 16 and 17 year old group, the population was lower in each month of 
summer 1983 than it had been a year earlier. Tlie population di op produced a 
smaller labor force m 198 3 with generally lower levels of both employment and 
unemployment, only partly offsel by increased labor foro?: participation rates in 
Jurje, 3uly, and August, (in May and September participation rates were sharply 
|t>wer tlian in 1987 and aggravated the I'alx^r force decline in those months.) 

Unemployment r ales for all youths aj^es 16 and 1/ were higher irt May and 

Jane of 1983 than in the same months a yeo^^enrlier . tk'ginning witfi July, 

however, rates dfop^nrd below year earlier levels. As shown in TABLE 1, this 

trend was the same as for the labor fotre as a whole. 

f - . 

Hie pattern for young bjacks in tiie ages 16 and 1'/ group ^vas distinctly 
different. Unemployment rates fell below 1982 r a tes ^^nly jn the single month of ^ 
June- ' , 

TA!\Lli 2 bliows en^ploymeKt changes by^ tyj>e of industry between summer 
1982 and sununer 1983 for 16 and \ 7 yeiU bid workers. 

) 

As noted for TABLI: I, employ men t levels generally^ciropped, ref>lfctii^g 
I)OpuIatian d[ o[)s. However, TABLE 2 sho\ys thai the declines for^ivat(*' wage 
fx\ii\ salary employment exceeded! the overall dechne for each month of the 
period, Specially in June, luiy and Augrtst. The offsets to the employment drops 
in tlie private payroll sector came pruacipally ft cm increases m jobs in 
government servit e and in private household :>ervi{:e. 

(Separate data are not available for t>Iacl< youth.) 1j 
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TABU 1 :.:v::.iAi; :;Q!iir,.sTiTUTic;.AL i-^^jlatig:: ai:d i^bok forcl^, su:r.£K iq8:' .-^ei 

(i-ilJKBf.IuS Ti;0:JSi\rU;S, .lOT SEASONALLY iVDJUSTIi::j) 



I-oD'vLla lion 



i2SI 



Change 
from X9g^ 



i2§i 



Change 



-lM.. v-f rv->p. fct. of Labor 
In Ubor rcr<;<- forco 'jnei^ployod 



May 


173 ,953 


-J 1,9<7 


110, 30t 


1 39 


99 3 


Al/* 


10 , 763 


+808 


63. 




63. 




9.8t 


9.:^ 




17^ 12^ 


+ 1 93'^ 


113 383 


1 81/ 


101 8n 


+1,1 30 


11. 37:": 


+ 68^ 


6!; . 




64, 
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: 0 - 2 


^-^ 




17.;', 306 


* 1,942 


113)980 


+1,^54 


103',2'7 3 


'1,783 


10 "?0^ 


-329 


63, 




63, 




9.4 


9- ^ 


Aug . 


17/,, 


*l/^:^9 


113,378 


+1,691 


103,16';' 


+1,990 


10, All 




63! 


.1 


64. 


.9 - 


9.2 


9.6 




l'^i_,60;> 


+1,912 
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+ 1,631 
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'■2,313 


f ■■ ■ - 


-86^ 
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64 
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"'■LL 
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- 90 


2,736 
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July 


7 ''i 


- U2 


A,2A0 


- i.M 


3,270 


- 110 


97'"" 


- (.1 




.6 


37, 




22.9 


23.3 


Aug. 


3!338 


- 327 


3, 8/:, 3 




3,039 


- 81 


784 


- 64 


32, 


. 4 


3^. 


.6 


20 . 4 


2](.3 


iopt . 
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2j ?:?8 
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-I37 


38. 
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■ .377 


+ 3/* 
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,9 
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26 
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43. 
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.1 
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i,0H6 
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28 
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.0 
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"UiiiE 2 m'wrm\'i of youth p^d 17 ny nPE of industry, sxjyi^n 1982 a:id 1983 

{NUMBERS IK THOUSAl^DS, NOT SEASONALLY ADJUSTI^D). 



PRIVATE 



OTHER EMPLOYMENT 



mi 



Change fi'om 

I'm 



May 

JlUQQ 

July 
Aug. 
Sept, 



May 

June 

July 

Aug. 

Sept. 



TOTAL 

2,125 
2.736 
3,270 
3,059 

'2,170 



-339 
-138 
"110 
- 81 
-105 



WAGE ^ 
SAURY 


TOTAL 


PRIVATE 
HOUSEHOLD 


GOVT- 


^ SELF- 
EMPLOYED 


UIIPAID 
m'.ILY 


1,706 ) 


A19 
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83 


76^ . 


J' 
51 


2,102 


63iV 
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186' 


83 


6-^ 
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319 


367 
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77 
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St.iioincfit by the API -CIO lixe^ iitivr ("C)un< rl 
on 

The Nat i o'^£iJ2;Cooofn 

Fcbiuufy 20, ,I9&0 
' ' Bai Harhour,* FL 

The unreahstic budget and economic jK)!icies of the Reagan Administr.Uiori 
threaten the soundness of our economy for years to come. C oniinoinp; hij^h federal 
deficits pushing up already hi^gh real interest lates and tnay soon tip the economy into 
\et iuiother Reagan lecession. 

^ The <)cficit fnus^e reduced by stronger economic growth, increased federal 
revenues and lower military expend! tuirs. 

\ Fundornentai issues for working men and womcr) -- |obs, fairness, and a future 

1 

with op(|or tun i ties for alj^ -^re pushed aside by a President who places re-election above 
the urgeiVt necd-^KvtaUe actig/i\»i these issues. 

President Reagan's supply-Kide tricklc-down experunent has failed. It is tune to 
face reality by restoring adequate (ax revenues, returning the corporate income tax as a 
major contributor of these revenues and closing loopholes that allow the wealthy to 
escape their fan share of taxes. The rapid build-up in n^ihtary expendi turv-s must be 
curbed and the destruction of domestic programs must be stopped. 

Giant budget deficits raise interest rates, which in turn curtail public and private 

\K^y creating investments and price homes oui of the reacJi of tnost workers. High mterest 

rates contribute to the overvaluation of The dollar, which prices M.S. goods out of foreign 
« 

maikets and encourages a flood of imports that undermines domesli^ employment and 
production. 

A yea J after the bottom of the Reagan recession, *) million Americans are si ill 
officiaUy unemployed, 1..^ milhori "di.scoUragc(j'' workers are no longei even counted 
among the jobless, and almost 6 mllliot\ workers who want full-time jobs are working only 
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p.if i iunc. In laniiary, ihert' wore one million unr[rjploy^<I than when Reag^sn look 

oJtu .iiul two Inillion tnorr than four years aj;o. The t>uy»nf^ ()Owrr of the avorajj;*' 
workrr's })ayc hc< l< is Iowcj than in 19/9. More Ainrru ans arc* livmj* \\\ povn ly today than 
at -K^y tiiiic since fH->vcrty st.itisti< s were first t oiripiled in ihe niid- 1960s. ^ 

lohs, fairness, and opportunities for the future retnair^ key issues for Aincrira's 
workers and foi the ruition m 198'/. 
lobs 

Healthy e<. onoduc ^;ruwlh based on sound monet.iry, fiscal and industrial revitali- 

zalion policies arc necessary elcjnents of full einployment pohcics. To achieve progress 

toward full einploymerU, rebuild the econojny and help workers and iheir rommunitics, we 

su{)port the following; measujcs now pending before Congress: 

1. The iridustrrdl policy bill (H.R. 160), which would srt up a hi^^h level 
Council on Industrial Co(npetitiven<'ss and a Hank foi Industrial Compe- 
titivrness to make loans and loan p.uarantees for mode^ni/mf; and revi- 
tah/ing American industry. 

' \ 

i. The House-passed community service jobs bill (H.R. 1016 <V S. 181 A), 
which would provide public set vice jobs for workers who c<\nrjot finil 
work in the private sector. 

"i. The public works bill (H.R. ^^0'*), that would help reconslruf l the 
nation's basic infrastructure, includirig water antJ sewer facilities, 
highways and port facilities, and other public works which stimulate 
private^ job^crcating investment and economic activity. 

h. The plant closmg bill (H.R. >^bich would provide some protection 

for workers and loral communities when industries shut down or move. 

The House-passed domestic auto coViient bill (H.U. 173'; ^ S. /07), to 
assure a strong I LS. auto industry and additional trade legislation to 
provide rebel for other impacted industries. 

fairnes s 

• The Reagan Adminislratton lias uf\dermii\ed many statutory protections through 
Adnnnisti ative tiorjs aru! has crippled enforcement of labor standards, civil rights, 
women's rights, occ" upa ti()nal safety and health, environinen tal safeguards, cofisumer pro- 



* 



77 



73 



Thtt National EcoiKwny 

lections and long-sta(Klm|; aiuUtrusi rcsirainis on corporate power. To ies,tore some 
element of fairne55, major cJianges must be made. Only the election of a new Presid^^ni 
will restore proper admitustraijon of these basic statutory rights arul safeguards, hut 
Congress also has a responsibiUty for ovcrsiglit ot Adn-iinisli alion actions and for enacting 
additional worker and cor^sumer protectiotis. fSi ^ 

The tax giveaways to the wealtliy and corporations jL-nacted in 1981 must be 
reversed. A progressive mcome taji based on ability to pay must remain a lundametMal 

m I 

principle of the tax system. New proposals to heaixmoroof the burden on workers 
through such regressive devices as valuq-adcled taxes, consumption taxes j and flat -rate 
incojne taxes must be rejected. (]!oiif(r«?ss s!iou!d adjust t'^e tax schedule to cap the last 
insl^illment of th< Reagan tax cut it $700, which would recapture $6.0 billion in )9S^ 
revertucs, and repeal- the costly Indexation provisions of the 1981 Act, which would 
recover another billion. Cor por.'. t ions , wI\ose share of the ta'xinirden dropped from " 

?0 percent in I960 to 10 percerU in 198 3, must bear their fair share. Tax subsidies for the 
overseas operation of U.S. multinational corporations must be < ui bed thrtuip^h elimination 
of foreign tax Credits and delerrals. 

The only major revrnur proposal of the lieagan Administi a t ioh is to tax the healtfi 
insu: anc'<^ of workers and their families. The AI-L~CIO will strongly oppose;- this proposal- 
Congress lias before it a number of bills that we believe would enhance the fair 
treatment of the nation's cili/ens. Therfl'fore we support: 

I. The House-passed health^c^j/e protection for the unemployed 

(H.R. 3321). This bill would create a modest program of health care 
for the unemployed and their families, 

1. Cost cotitainrnenl legislation to fight inflation in the healtli care 

industry while protecting wages, benefits, and other contractual rights 
of health care workers and it)cluding special protectior^s for public 
hospitals. However, wr will oppose further cutbacks in essential Medi- ^.^^ 
care and Medicaid health care services. 
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The NatioMi Econon»y 



I .^r. fi i r? 715/; and S. 996)» the "Naturaf Gas 

^"^' SV P- '-^^XT Acrt^ ifo;e<V on^^^^ ~P°'V 

for Amer ican con5um<?rs. 
bcnefit<ii/ incira%cd premiums. 

.. • /no i7ainnfiS |079) that would prohibit companios 

tSwoU^r-L « ^aiS: Ac^^ro.. .c..v.n« K-...a, 
< onti jcts for up to three years. 



The I u lure 



",n addi.,on to jobs and ,a.rnc;;^Vmcnca-. worU.ng people wan, a secure f.tu.e. 
,.e.-e,.en.. ..ope for educaUon and oppOr-unUy for t.e.r .h.,d,en. To charge tl 
,..,..0 of .l.e nafon-'I citizen,, new, stron, nat.onal teadersh.p requ.red. 

Congress now ...s before .t logis.at.on wh.ch wo.ld .pake a star, toward those 

P,oals. Wo support: 

ind crant^ and for other post -secondary and higher-education / 

ojjose block grants as inefllcien, and ineffective methods of ^nd.ng 
proven programs. 

7 More^unds for training and retraining of adult workers, parUcularly 
those .jffected by industrial dislocation. 

3 Adequate protections for pension rights. The single-employer pension 
J,t';;rn,Ltlon Insurance program must be strenRthcned to ^ 
Li nrovidc strooR disincont ves to tcrmmation of pensions plans oy 
ending Xru employers who terminate pension plans .o be respon ^ 
Mble fc"\L full amounl of accrued benefits of plan parfc.pants, and 
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The National EcoocMny 

(b) curtdO the ability of employers to dump unfunded pension labilities 
oi^ the Pei^iion Bcnefi't Guaranty Corporation. We will oppo^iC attempts 
to modify. the Multi'F.mpIoycr Pen:?ion Plan Anu-nd»nents of !9S0.^ 

The AFL-Cii^ is < onvinced that ttie nation can tnove toward fu>r etnploypnent , 

restore fairness and build a better tomorrow for ourselves and out trbildren. The program 

/ 

we have outlined wifl move the country toward <he!4e goals and at the same rime redvi< e 
the federal deficit by slimuteting the economy and raismg needed revenues. 

Con^;res5 siiould start to deal with these issues now, but only with the dec tion of 
a new Administration can Jhcse principles be achieved. 

### 

Attachnumts: Background Paper 
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l^ACUipound Pft(wr i>ii The NAliorui] Cconoitiy • 



Thf A<l•■tll)lstr^)tfon proposes to • miriMsr 
iji'ti'usr outLiys in 198^ to S???biMion, an intrrasc 
of I ^ percent. 

T\u\ ("iinm il hos « dllt'd i^x rt-dot ic.it 
ilelrrr.c ^prmliiiy; llut^,Jsr^ to a i .tnj»i' 0( *> Ui 

iiu tc.wc br l»i.*hl to tlir tnwi'i oful ii( ili^" ranfro or 

S.ivinjjs trom ihis lov^'Oied di'friisf spc'»»liii^ 
wouhl Ijr $7 to $l?hiUion in llic Iiisl yc.ir, with 
\iihsi.intiJi!l V jjraicr fe«1u< tlon^ m {(itnrf vrjrs, 
.) %'Siiinii)^ oo iiifl.ition fair of pen" rnt. 

pay Jor re.il incrc J'.cs tn ^Jelfnj*^ spc'i<Jinj>, / 
h.ivr supportfti a progrrsswc surtax k'vicd on 
iOipofitr .iiul indi\/<i|iMl infcimc taxr^., pjus an 
aii<h tion.il t.i\ Oil in. onif- <urrrnily shrltei< il. h ^. 

.1 -^iift.tv w.Milii r,:\isr $1^ billion to Sl7billiuO m tlu- 
lif^t yoar. 

^ nim>l>rr of Thv proj^ranii iUcxl the APl.-Clt^V 
(aJI% for wO'jUl priiviilr for int rcasvd cxpcndnurcs, 
Hut to ttio rxtcnt that pcoplo art' put l>a«"K lo work 
unJcr the'se proj;rA»n^, th<'y would be< on>e tax- 
payers lathrr iban rc-v'ipirnts tif unr'niployinrnt 
i'oinprnsatu'ii or in sornt* laSfS welfare Iienefits. 
I ai h i.»iie -pef » ent reduction of tinetnploymeni 
rj|5e% t.iK rr\/enues by al^out $?*> l)iIIion and 
f edut eN ..Mjtl.iys by ^"^htlboiV 

rolKnvinjr Mr rbe b(id}{et estimates foi tl>e 
<let.nl'*<l pf •>j;f .jfns spelled out m the ArL-<'10 
ret o ien<l.» J n>ii%; 

The InduMiial folity A< t (JI.R. would sei 

lip ^1 new proi.ess for dealinj^ wtlh lnllu^lrlal 
ri nnoniK is-suev tl^rough o new Cnuncil on Indus- 
tii.i! < \»inp/- titwer^e ss, whijse cost womUI t>e small. 
The ftanK itU Intlustrial ("ompe ti t ivenes> would 
h.we .1 U-ttfrat authon/ation for $8. '^billion in 
feileral '.tO' K sijl^S( ri|)t uin made av.iilabje over 
se v<M M yea I "i- 

The ( onimunity Servive lobS At t fH.W, 10 V. 
and S. t ?) lalls for an aiitttorization *.>( 
5*.^ luilion to employ pei>j.>Ie m tv^mn)unity service 
wnrk who t >\nnot fif>d tohs in the f^i ivate se<' tor . 

Tl»e P<ibli( UorUs '\ct (U.K. 2'>'t't) would rarry 
an aiithort/a tiofi of billion to bclp reconsimct 

the nation's ba»,u' mfia^ti u( ture. including watci 
and «irwer facilities, highways anrJ port farilitie^, 
antJ otbrt piiblu.' worl(:> w'hu.h stimulate piivoie. 
jbb-< reating investment antj iHOnOrriic arli^ity. 

The Plant Clositip, Act Ol.R. ?S(i7) would have' 
btile biid^^f t itnpa*^ t; it would ic(}Uirc employer^ to 
provide ad/aiK e notu e anrj some baiif protections 
for woitier^ and local i ointnum t ics. 

Tl>e dm nest 1. auto - on tent bill (U.R, I2^<i and 
S. 70/) wOtdd ha\/e no measiirahte budge! outlays 
but wt>uld assure Lontiiuicd extensive I'.S.outo |>i o 
diictiof^. 

Hie Health t. are IVotcr. Jmn WiU (I M? . 1.^2 0 
calls for autlujnzation of billion a yeai for 

each of two yrai s t«> provule health in5urani;e 
I ON/era^je lor rfie unf- niployed. 



$1 bitlion. We opfxise ttie President's rail for 
ruts of $1.1 biMion m Medicare and $J.I billion 
in Medicaid. 

The energy bills, uomeo's pension and 
msuroni e pro tot tjons, consumer and worker 
pr^itei'ttdns in telephone, and < onsumer and 
woil<or protections in bnnkruptcy ?iave hi tie 
budget iinp.x{ i. but provide substantial worker 
anti Consumer safeguaids. 

We are opposeil to the Pi esidenfs * all foi 
cut% v»( $?()0 miHinn in authort/ation fiv 
elementary, secon^fary and \/ocationaI educ.>. 
tion and for cuts of $*?00 mtllion in higher 
educ«iiion loans and p.rafHs. 

We aie 0|)po5ed tv^ the President's i all foi 
cifts v>f $600(jpullion ^n employment .md tiam 
iiip^ programs. 

There is a savmj; tn the government in our 
proposals lor improving the single -employer 
penMon guarariiee progr.irn. 

Ir\ Bddilion, the API (TlO has proposed .i 
icconi) rollback of the personal anrl (orporate 
income tax redvictinns enacied in }*JSl, antf 
the closing ol some earlier corporate tax Inop- 
holes. which wouUl add up to on esiimate^l 
$^9 billion >n ddditivinal tav revenues m lis<'al 
year ns**. 

This 15 rust a par tial ret apture ol the 
SUi^ billion in revenue toss that o" t tirs in IVS*^ 
.IS a result of the l'?3t Tax At t. < ongre5\ 
in.\<Ie .1 Stan in t9St to t orrei t this ti-^rnur 
shor t fall problem. 

Additiooal PrrJcfal Ucv<r«t>ex 
l-roni AF-l -CIO Tax Proposals 

Piscal Year I9S^ 
' in f^ilboiiN 



Tlie health care cost 
wonbf sav»' the 



»:oi>tt\ininent legislahon 
f edcral gov CI urnenl 



$700 Cap Third Year 

R epeal Inifexmg 

"I riri^ "Sa\/mgs'* rxcluMons 

phase r^owri Tapaal Cains 

Scale t\arU p state and C'.ift 
Hxclusion 

Portrign T ax; 
A ISC 
Pcfcrral 
. PorelgJ^ Tax Credit 

Investment Tax Credit; 
Oepieciatiun l^asis 

Adjustment 
lledui e 10% to /%■ 

l imit Ciaduate Rates 
to Sni.iH (Corpora liti;is 

Oil and Gas Oepletion 

A I'.xpcnsing of I>iM}ing C osts 
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Senator Heinz. Mr. Biirnette. 



STATEMKN r ()FN^>II1LLIP J, BURNETl E. PRESIDENT, COMMITFEE 
FOR EMPLOYMENT OPPORTUNITIES. WASHINGTON, DC 

Mr. BuRNEiTE. Thank you, Senator Ileinz. 

I have some prepared comments for today, but in the interest of 
time I will set those aside. 

Senator Heinz. Without obje9tion, your entire statement will be 
placed in the record. 

Mr. BuRNE'iTE. Thank you very much. 

Your office is very aware of where we stand on TJTC. We have 
worked with your office before, on the last two extensions, and we 
are currently working on this one for you. 

Let me take this opportunity to thank you for your determined 
leadership on this issue. You have our full support on this currenir 
campaign for extension, and we look forward to working with you 
again in 1989. 

Sena^tor Heinz. Thank you, Mr. Burnette. I want to commend 
you for your support and your optjmism, which I think is well 
placed. 

[Mr. Bu metiers prepared statement follows:] 
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INTRODUCTION 



On behalf of the membership of the Commtttee f or^ Rmployment Oppor- 
tuniticfs a:£0), 1 wish- to thank you, Senator Heinz, and the other mem- 
l>ers of the Subcoiuniittecr on Economic Gro^vt^l , lilmployment and -Revenue 
Sharing for holding these headings on Targeted Jobs- Tax Credit (TJIC). 

Cl-0 is a group of compahies and associations whose goal is to im- 
prove and renew T.JTC. It has no paid staff. Individuals have con- 
tributed their time and effort £or renewal and in support of the latest 
initiative, S-2185, wHich calls for an additional 5 years for Targeted 



Jobs Tax Credit, 



HISTORY 



The Targeted Jobg Tax Credit program was implemented in" 1978 to 
focus employment incentives on more narrowly targeted groups whose un-- 
employment rates are traditionally above the national average, i^, 
grouV^ rn need of special employmjaQf^lincentives in ord^fr to be con- 
sidered for employment. In this way . the prograti ^if|e>ed from its 
predecessor, the New Jobs Tax Credit (T1JTC)^ program, which was not 
targeted On specific groups andT gave employers a credit for hiring above 
a "base line" regardl'ess of the economic status of those employed. Ihe 
t-arseted grouns, under the TJTC [Irograln ^re primarily the economically 
disadvantaged. They include youth (18-^*2M, Vietnam-era veterans, and 
e;c-coiivicts. Tn addition ,^ general assistance and Supplemental Security 
Income (SSI) recipients, vocational rehabilitation referrals, and co- 
opera'^ve education students arc included in the program. . ^ 

■ Rmi^loyers may claim- a credit against their -income tax liability up 
10^3,000.00 per inciividgal in the first ye^r of employment (50 percent 
of ^G^ified wages up to $6,000.00) and $1,500.00 in the second year (25 
percent of wages up to $6,000.00). 

In 1981, the TJTC was^ ;fextended for one year f\3 a result o£ a Senate, 
floor amendment offered by Senators Heinz, Dole, Domenici, Long, and 29 
other Senators. The Senate vote was 95-3- In 1982, legislation was in^ , 
troduced (S.2/»55) by 3^ Senators extending the TJTC for five years. 
Tl^ereafter, as a pari of TEFRA, the TJTC was , f ' 

'^n' 1984. A numbei;*of change;s were adopted in both;1981 and 1982 to 
"make the credit wofk more equitably and to prevent unintended results.. 

\ • V » . ' 

The legislation currently '^bei/ig considered- merely^ extends the 
credit, as Ts, for five more yeejrS. The legislation therefore if con- 
sistent with the 1981 Spnate floor initiative and the 1982 Senate legis- 
lation, both >f which had the clear support of the Senate. The IJIC has 
proven to be an effective incentive to hire, from targeted groups and a 
five-year extension provides needed certainty to maximize the effective- 
ness of the program. ' ' 

» ■ ' 

♦ DISCUSSION 

^ ' ^ 

The dEO has been 'very active in recent months in an attempt » net 
only to enccuirage interest in the ^enewaP of TJTC, but also seeking ways 
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to tmprovG the xlelivery of ^t^he credit and seeking avenues through which 
the credit could be better utilized by both the unemployed and the 
employer. We have had many discussions with Qur membership searching 
ouL ideas and discussing problems and have discovered a series of issues 
. which we feel need to be discussed. 
These include: 

1) "Income proof for low income youth 

2) Length of extension 

3) Treatment of re-employed individuals 
A) Increase in the lower living standard 

*S) Grace period for certification * * 

6) Increase in the, amount of wages taken into account 

7) Additional targeted groups - 

^ • Income proof for low income youth 

A potential employee must meet three requirements to qualify for 
the TJTC: 

A. Be a new employee who has not previously worked fpr the 
company at any time, 

B. Be hired to work in a trade or business. Maids, 
chauffeurs, aftd other household employees do not qualify 
for the TJTC. 

C. 'Be certified as a member of one of the target groups. 

In general » eligibility determination and certification for all 
target groups is accomplished as follows: ^ 

A. Thfe Sx;ate Employment Security Agency (Job Service) is the 
^designated certifying authority for all target groups 

except: the cooperative education group. 

B. The. certification is accomplished through a standardized 
voucher system that is used . to identify TJTC eligibles *Vo 
both the employer and the State TJTC Unit for issuance of 
the certifications, 

C. Job Service local.of f ices determine eligibility and issue 
TJTC Vouchers to target group members. 

D. A qualified individual presents the voucher to employers 
when applying for jobs or a prospective employee can be 
referred by a company to the Job Service office foj; oerti- 
Ei^cation. . , - ^ , 

E. When an* eligible individual is hired, the employer takes 
the voucher, answers a few simple questions at the bottom, 
and, prior to the individual's employement starting date, ^ 
tjiails it per instructions on the form, 

"T. The TJTC Unit will check the voucher's authenticity and 
mail the employer a certification within three working 
^ days . ^ ^ 

Like other prog^rams, TJTC has depended on s6lf-attes ting of income. 
At. the Job Service interview for vouchering, applicant? report income 
for the previous six months to determine if they are indeed economically 
disadvantaged, J ^ 

Where family income is involved, the interviewer asks what type' of 
job is held by a family member, and h6w many of the previous six nrbnths 
were worked. This produces a very good picture of whether the income is 
*over the limit^ 
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Most important, tho Steito Einployma.nt Sex vices are required to. audit 
10% of the certifications tssued'ln the\previou.s quarter. Proof of 
inc6mc may be required in the ,audlt, \ 

As far as is publi^clyjuiown , the audiVing ha^ been adequate for \^ 
quality control^ and ha!r^ffu>wa miniipal erro^. 'Vv- 

' ' Last year CEO started receiving report,^ ,thj^t the states were \ 
beginning to require proof of^incj^e for all e\|)pllcant55 for TJTC 
vouchering. The proof would "Jffvblve tax sfeatobieats or payroll stubs for 
all family wage earners— excepting self-supporting youth. 
. ' ' * - 

ysers of TJTC reacted >^th alarm to thife projected change* 
Generally it was felt that: 

- A "large proportion of youth may be unwilling or unable to prove 

income. 

- Most parents may not* agree to state or prove their income. 

- *The willingness of new hires to go to the Job Service fotv 
vouchering — or the employers to send them — wovild decline sharply. 

- Major n^ers might drop o\lt of the program x^her than receive 
numerous complaints from new hires or parents. 

Hie issue was whether T.JTC would be effectively cripplftd, making an 
extension of any length of time unimportant. 

CEO requested and obtained meej;ings with appropriate officials 
within the Department of L^boif and we were ^requested by Xhose officials 
to 'submit our conmients in writing. .We are currently waiting for a dis- 
position of this problej\t and look forward t9 a positive result. 

2 . Length of extension 

It> is felt by our membership that at least 5-year /?xtension is 
necessary in order for the credit work effectively and busiijcss Co ^ 
plan for implementation of the program "bn a longer terin^>«w^s The . 
President's fiscal year 1985 Budget provides a oi^e-yef^ extension. This 
indicates the Treasury has recognized tlie credit's Effectiveness as an 
easily understood, simpl^, private enterprise stimulus. However, the 
^disadvantaged and handicapped within t^e targeted V^^P-^ » ^^e numerous ^ 
community action and welfare organir.ation^, that pr'omote the credit lo 
potential employers, and the employers themselvf.>3 need the cevtalnty ^ 
that a five-year extension wo\ild provide. Without a long-term 
extension, the credit cannot and will not reach maximum efficiency and 
will eventually die. No program can endui^' piecemeal , short-term ex^ 



tensions. 



\ 



3, Treatment of re-employed individuals ii5 

— • — ~ 

As stared in if \ above of this discussion, the po'ti^nt in 1' employed , 
in order to quaUf y . xnuist be a new employee who has not previously worked 
for the* company at any time,, The purpose of the provision to^- limit re-^ 
hires was to prevent excessive J^'chgrning" of certified individuals. In 
reality it has prevented many individuals from obtaining employment. 

Toailustrate the problem, belovr are several actual- case '^studies 
from the files of companies. This is a particular problem in small tovn 
aiid/or rural areas where "employment opportunities ^e littiited. 
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Robert was tlrsl hired by Company A in May, 1978. Late in 1*^}(?8 
Robert was arresyd and convicted for attempted robbery. He spent nwo 

^ and, one- ha U years in ^a.ll for his crij«e. Later, after being parolled, 

^o^eri applied for a job at Company A. If Company A had an incentive 
Such as the TJTC Program provides, Company A may have given Robert^ a 
second cban<:e... Aowever , Robert was excluded from the TJTC Pi 6gT am be- 
cause of being previoujfiiy employed. 

' ■• .John was first hired by Comp'hny R» i.n l^JOB m the Shipping De-- - 

partmenr. Recently, John ^app L led again for employment at (I^mj^any |3. At 
-that rime, John was economically d i,?advantaged-. John had boeii if the 
Army from 197^ to 1977. Since that time, he had separated froiff his wife 
aud moved arounl! quite a bit with n^ steady employment. He fjecided to 
settle back w^th his wife and family. At that time, John had bought a 
house arvd did not have enough money to make the payments*. Hij^ wife 
workod bui her depai tment had not boeai working a full week foi^ a long 

.John desperateriy needed a Job to mcetTtls financial obligations. 
He was declared ineligible for the TJTC Program because lie had t^orkcd 
for Conipany B over 13 -years ago. ^ 

' - Slieila is 21 yea is old. She was interviewed by Company C on 
3/29/82. She has a family of seven.' She lives with her mother and two 
^ " sisters and one sister has a child who lives with t hem ^ and she has two 
^child^en"^. Thi» mot^her has been receiving lood stamps and hasn't worked ■ 
in'^six moTithA. Sheila worked three summers at Coriipany C while In high 
school-, tliey botli receive AFIX" for tlse children. Due to Sheila being a 
lehire, she would not qualify for the TJ^'C Pro^rai^, 

CEO would like to suggest some reasonable lime period that would « 
prevont "cliurning" but after whiolT those individuals wlip^luld never been - 
certified previously wo\jld- be eligible. 



Inc I ease i n t he ^ lower ^xvin.R standard - 



The last time Bureau of Labor Standards revised the lower living 
standard income level was sJune, l9fi2. based on Autumn 1980 thtoiigh'.'- 
Autumn 1981 data. The data was supposed 10 be revl^d* i.u Juno, 1983, 
bnt this wa.s not done. Therefore, the data is almost I hree (3^ yeor?^ 
out of date. 

Vhe er.onomica I ly .drsadvantaged cr i feria 4or TJTC individuals is set 
at 70T, ot tlie lower living standard, either the data should l)e updated 
or the percentage increased to mpre c lose ly. adhere to economic reali^y^ 

3. Crac e period tor certi f,ication 

. An , individual cannot be treated as 'a member of a targeted grgnp 
unless, before j^ie day on which th(> individual begins work for the 
employer, the^^sjnp LOyer lias oltlier received a certification thai the 
individual is a^(«ember of a pargeted group or lias requested cert ifica- 
rion in writing. 

Many targeted rnd i^v i dua Is apply Cor a job and are hired to beg,in 
work the same day. Many tim(>s, especially in smaller companies » it 
takes a few days for a job supervisor to complete the necessary paper 
work on these indi vi*S|ials. We would like^to suggest^ at t.he minimum, a 
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three i\fsy grace perioc^ for ihe certification process to !)e' coinpieted , 

' Increase in the Qinounl of wages taken into account ^ 

Another stiggeacion is to raise the wiige base from $6,(X)0»00 to ^ 
$10,000.00. Many argue that without increasing the incentive, employers 
will sinjply not take a cliance on the higher training costs evident in 
the targeted groups.^ It aijo may encourage the credit usage by higher 
paying industries. 

7 . Additional tart>eted K^o^ps ^ 

A variety of additional deserving groups have been mentioned for 
inclusion as a targeted group. These include (all econcmically dis* 
advaniaged): ^ 

A") Feniale Heads of Households 

"Households headed by women are the biggest single category 
of poor people in Americ^i, 

• In I98(r, two out of ev-ery ttiree ndults whoso inconu* foil 
^be low the pov(^rty line were women. 



Female-headed families need TJTC asjsistance more tlian any other 



group. 



There ar't? some key statistics for this group: 

Poverty rale for female-hcuded households is ^5%. 
60% art? unemployed, 

- Almost 40% have received welfare In the prl^ceding year. 
More tlian half lack high school diplomas. 

One~fifth of tlie women have never been married. 
In 1970, abouth 30% of black families 'were headecj by 
women; by 1980, ^2% were. The percentage last yeori^^'^i^ 
L. •\7Z and climbing. 

IW i:x>mparison , in }982, 13% of the nation's families 
were [leaded by single parents, of which 10,2% wore women 
ai\d 2.6% were men. • 

- Thus, Tour times as many women as mow are heads of 
single parent fa''milies. 

Moreover, ihc rale of female-headed families is five 
times as large among blacks as among whites, 

TJTC ha^ suffered from largely excluding the adult disadvantaged 
population —except for relatively sAiall members of Vietnam veterans, 
AFDC and we]far,e recipients, ex-offenders and handicapped. 

Most disadvantaged adults don't qualify because they're 25 or 
older. Also, {o be eligible under AFDC or*, general assistance, one must 
have rc?co*^'ed welfare payments in the past 60 days. 

Female-headed families would also provide the largest government 
savings — as subsidies are ended by employment. ' 



CEO would strongly support the inclusion of this group. 
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This is a second large adul t-di sad van t aged group needing 
TJtC assistance. 

At present, food stomp recipients are not eligible for 
TJTC: most don't tic into the existing groups. 

To receive food stamps, one must apply to the local welfare 
department and meet IfllS 'income guidelines. An income test is well es- 
tablished . 

This category would serve low income adults who truly need 
empIoynitMit assistance. ^ 

^) ^^'^R Term Unemploy^ed 

The definition includes those who have exhausted all 
available benefits (federal and state), or who Imve been unemployed 26 
weeks or more. 

Many people who would qualify In groups A. or U. above 
would not have been unemployed for a full 26 weeks, or exhausted 
benefits. So this is a separate group from the ot?>ier two, tliough with 
some v;)verlap. 



D) Other Groups 

Add^.tio^Yll grou"t>s frequently mentioned include older 
workers (ov^r 55, economical ly disadvantaged) and unemployment compen- 
sation recipients, displaced homemakers and displaced wdrkers. The 
latter three have been very difficult to define, 

CONCLUglQN 

Tfie 'IV^' «ctcd Jobs Tux Credit offers a way out of poverty and job- 
lessness for -persons who are economically disadvantaged and who lack the 
basic skills or experience to compete effectively in the job market. 
All too often, such persons are statistically discriminated against, 
particularly because of the lixgli cost of labor coupled with lack of ex- 
perience. The Targeted Jobs Tax Credit removes that veil of discrimina- 
tion by providing incentives to employers to take a chance tliey might 
not normally take in t^ieir hiring practices. It enhances Job and career 
prospects for low income people and provides an incentive for employers 
to act according to S(^'lf-interest while accompllsliing federal policy 
objectives. 

At a time when federal support for social programs is being cur- 
tailed drastically, the Targeted Jobs Tax Credit is filling tlio voiW be- 
cause it strikes an ^appropriate' balance between commitments from federal 
government and private industry. Businesses' investments of time, money 
and energy to make the program work are being matched by the govern- 
ment's efforts to reduce the cost* of training. 

«• TJTC is the most cost-effective program withii\*the federal govern- 
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fnoni for creating ^employmont . Revenue foregone as a result o( credits 
claimed are offset to a large extent by the reduction in federal, state* 
and local transfer payments sucli "Dif^'elf are ^ unemployment coinpensai ion , 
exji , The Targeted Jobs Tax Credit nii^o transform.^ the unemployed into 
taxpaying citizens. Dollar for do.Tlar^ It is the best vehicle available 
to reduce unemployment and the mosf_ efficient manner lo utilize tax ex- 
pend^ tur^^s for the creation of jober^' 

C¥ • 
The Committee for Fmpioyment Opportunities commits Itself to the 
continued existence of TJl^O. We, appreciate this opportunity to testily 
in^'behalf of our member organizations and again extend our thanks to 
Chairman Heiriz and t!ie Subcommittee. 



The Committee for Ejuploymenr Opportunities is a -group of companies 
dedicated to the cont inuatio^i of the Ta»^etod Jobs Tax Credit program. 
This (red it has pi oven effective ip the employment and retention of the 
targeted groups. ^ 

Tlie Committee wo\ild like to see the credit extended for at least 3 
years. Also discussed is t:he removal of burdensome, upfront mccyu: veri- 
ficj\i ion, easing oL tlie restrictions on rehires, an J^icrease in tH/e lower 
living income standard, a grtxce period for certifications, an increase 
in the amount of wages taken in««!%^ccount and consideration of , addition- 
al targeted groups. X. 

Senator Meinz. Mr. Kolberg. 

STATEMKNT OF Wll.lJAM H, KOLHKRC, PRESIDENT^ NATIONAl. 
AIJJANCE OF BUSINESS WASHINCTON. DC 

Mr. KouBERG. Sluiator Heinz, thank you for allowing us the op- 
portunity to appear before you. 

The National Alliance of Business has supporfed this prograip 
strongly since 1978. We appreciate your strong leaders^hip over the 
last several years in support of the t4:\rgeted jobs tax credit. * 

As you pointed out in your opening statement, to have to renew 
it three times in the last G years certainly does not create the sta- 
bility ^^round tfids program that 1 think ft deserves. ^ 

We strongly support your bill foV a 5-year extension. We tHink 
employers will see such an extension as a vote of confidence in it 
and will come forward and use the program much more effectively. 

As" I am' sure you are aware, the program has really begun to 
take off in this last year. There were ,431,000 certifications in the 
las^t year, 33,000 of them were under the new tax credit for eco- 
nomically disadvantaged summer yoath. We see indications this - 
year that we may have a billion-dollar program, much larger than 
it has been, in the past. 

So the cup is half full. The program seems to be working well. 

I want to point out several problems we see. We brought Ihem to 
your attention, last year, and we still see them as severe problems. 
We think they should be worked on. 

First, we want to pay tribute to Secretary Donald Regan. At our 
annual national conference this past fall he promised us that he ' 
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Would gol final rogulationy out within -If; days. Me mot his own 
doadlinc and those legulations are oul'. The regulations alTectirtg 
the last^ 2-year authorization, however, are not final. So we recom- 
merid agnin, in the interest of stability that will enable employers 
to this program with a sense of confidence, that the Treasury 
I)e|)artilient propuilgate final regulations quickly. Bu( Secretary 
Regan has certainly made a stror\^ start in that dii'ection. 

Second, I know you are aware of the work we have done—togeth- 
ei' with the chamber of commence and theNational association of 
Manufacturers— to publicize the tax credit. But I am sure you'are 
also aware that, with 10 million private' employers, the word really 
hasn't gotten out We think that is still a significant problem. We 
would be critical to some degree of the executive branch. We have 
had a sense up until very recently that this program was a well- 
kei)t secret and that the executive branch rgally wasn't trying to 
acquaint employers with it. Wo still think that pi'oviding infoi'ma- 
tion about the program is a problem. 

Thirdly, you heard from Mr. Brown and I sharc:^, his view -that 

the certification questions are still unresolved. There are 50 sepa- 
rate vStat(^ activities, and 50 separate ways. to administer cei tifica- 
(ions. We think the certification process needs to be standardized. 

Finally, we think the program is rathei' poorly admiiiistered. 
There arc^ $20 million available this year for what might be a bil- 
lion dollar program. 1 am sure you will hear from othei" witnesses 
(hat States are running out of money to aclminister (his program. 
The executive branch has- not taken it ser^iously enough to provide 
the funds available to do an adequate, firs'! -class, job of (imely cer- 
tification. We think that needs to be taken care of. 

In line with these problems, Mr. Chairman, we would suggest 
that it is time now, before we move any further with a 5-year ex- 
tension Qf the program, for the Finance Committee to take the lead 
in setting up a study group with the administration. I^erhaps the 
committee should consider directing the Secretary of Labor to sot 
uf) such a group. Wo, and I know all the witnesses here today, 
would be happy to coo|)erate with a group established to look hard 
at the evidence of whether this [)rog!am works or not. We do not 
believe that has been fully documented. Second, the group should 
look at thc^ other questions which we mentioned earlies in our testi- 
mony, which we tliink are still there. As we move to a permanent 
program — which a 5-year program certainly is we need to take 
care of the adniinisti'ntive pioblems before we go any further. 

Thank you, Mr. Chairman. 
' SiMiat'or Mkinz. Thank yon vcrymuch, Bill. 

IStatenKMit of Mr. Kolberg follows:] 
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'I^STIMONY OF WlLUAM IV KoLUEUU, OF THE NATIONAL AlLIANCK OF BUSINESS, 
DKFOUE tllE SUDCOMMITTKE ON ECONOMIC GUOWTM. EMPLOYMENT AND RevENUK 

Sharing 

Mr. Chairman, thank you fo^ the opportunity to appear before this subcommittee to 
expr«as the views of the National A^Uiaricc of Business on the Targ-cted Jobs Tax 
Credit program. 



My name ^ WUUam H. Kolbcrg. I am President of the National Alliance of Business, 
With me today is Pierce A. Quinlan, our Expeutive V|ce President for Operations, 

The National Alliance of Business is an independent, business-led, non-profit 
orgtinizntion with over fifteen years of experience helping: poor, unemployed youth 
and adults obtain productive jobs in business and industry. Each administration 
since NAB'^ounding lias turned to the Alliance to continue its lead in developing 
and maintaining the business community commitment to resolving the unemployment 
problems of the economically <illsadvantaged. -Our focus on breaking the bonds of 
unemployment by building working partnerships between governmeat, business, 
labor, education and community groups to create training and job opportunities for 
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the 'jobless remains unchanged sin 

We are here today to urge support Jfor S. 2185, the five-year simple extension of 
the program. Since the program was first enacted, its use has been constrained by 
unrertatnty about its continued existence* ^xtcnding TJTC for five years provides 
the necessary stability that would enable empl6yers to make- longer range plans to 
increase their use of the lax credit as the eeon<^mic recovery continues and more 
jobs become available. Already we see signs that some major corporations are 
incorporating TJTC in their long range hiring plans. 
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TUc Alll&nce has supported the Targ^eted Jobs Tax Credit since It was first enacted 
In 1978. We bcMeve that the ^fcneral concept \s sensible and thfft It is an effective 
mechanism for convincing employers to hire^hosc people who traditionally are 
hard to employ becnus^of lack of a work history or other physical or social handicap. 



It Is impressive that mo^'c than 431 thousand Individuals were certified in 1903 as 
ell^ble for jobs usinfif the targeted jobs tax credit, twice th<j number of certifications 
reported in 1982, and initial reports Indicate a major increase In certifications for 
the first quarter of 1984 o^er the same period last year. 

In addition, this past summer was the first year of an 85 percent tax credit for 
hiring economically disadvantaged youth. That experience alone provided an important 
indication that tax incentives for employers can work. Nationwide, more than 33 
thousand youth were certified for jobs — mt\ny of whom would not have been hired 
^f the credit had not been available. 



An advantage of targeted jobs credit, often overlooked, is that some of the peopfy^ 
who are hired as a result of the tax incentives to employers no longev have to rely I 
on public assistance programs. Faced with an ever increasing cost of maintaining 
public assistance programs, a decrease in the numbof of recipients does help 
control or even reduce the federal government's financial burden. The tax credit 
results in a loss of tax revenue, but only to the exteiU that unemployed people go 
to work. The revenue loss is ultimately and almost immediately offset by a gain in 
tax revenue at all levels through income and other taxes paid by these newly 
employed individuals and from their spending of disposable income not previously 
available. 
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The Alliance's support for th« exten«!on does not mean that we think the profi^am 
should continue exactly as Is* - We» would not recommend another five years of the 
profipram without addressing ^^^^ major problems thbt have plogued the^prg^r'am 
from the beginning. ^ ^ 



First , the federal government and local pubilc agencies have not always had 
sufficient priority or financing to make TJTC work effectively. It was only 
last fall that the Internal Revenue Service Issued regulations for use of the 
program. At our annual conference ifl October we raised the issue personally 
with Treasury Secretary Regan who then promised to have them out wjthln 45 
days. He delivertfxl on that promise November 23 when the IRS published 
final regulations for the period prior to 1981, and Issued proposed rules for 
the program changes made since then. Employers can now use the tax credU 
for the first tfme with clear ground rules without fear of arbitrary 
administrative interpretations. However, it took as five years to move the 
IRS to action, and a complete set of final rules is not yet in place, \ 

Second, is the limited effort by public agencies to acquaint employers With 
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the program. Only a fraction of the nation's employers who could use this \ 

\ 

program have heard about It, and little has been done to inform employers ^ 
' about what the rules are end how U works so that they can become 
comfortable with U. We have done our best to try to fill that vacuum by . 
working with the Chamber of Commerce of the United States, the National 
Association of Manufacturers, and other key business organizations with 
membership networks, to disseminate the information about the program^ 
Mr, Chairman, I would like to provide for the Subcommittee copies of 
publications that we developed for that purpose. 
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Thi£d, and perhaps the most serious problem, is the admlni;5lrative confusion 
. on th<l certification side of the program. In only a few instances that we 
know of, have state agencies stopped in to streamline the Certification 
process, so that empl^yer^ can receive rapid assurance that their new 
employee i^)^f^!ble:.|ind the person can^bejin^work. If the public agencies of 
\ v ^vertii Client ar^^nahle or gnwllling to^ackle this problem agressively enough 



to §Bse thet^<^(ti^Tiistrative burden, then this Subcommittee ought to conside"V 
alt^rnatfvft^tnftthods of certification, Including consideration for autiiorizing 
sclf~cortif!c8,Hon by employers, as has always been donc^with other employer 

r'- . ^ 

credits in th<* Inl^|;^al Revenue Code, 

The Alliance has felt ^J^ftt thei'e^has not been enough attention to those problems to 
mak<> the program really efffccj^ivc- If Congress does reauthorize the program for 
five years, we ought to rottOgulzie t^e pr'obiems that have kept it from \^orking as 
effectively as intended ancjt remedy yiem in the reauthorization. 

In spite of limited publleltyj, the program has doubled in size between 1982 and 

1983. This expansion is^. censing other problems. For example, many states 

throughout the country have either run out, or o^-e about to run out of funds with 

which to administer the employment service certifications of eligible individuals 

for the remainder of this fiscal year* The Administration has budgeted $1 billion in 

fiscal year 1985 for the total cost of the program which is 3 times the amount 

budgeted iXx 1982. Yet over the last thrc^ ycarg, the eamie $20 million level for 

administration and ecrtiflcation has been budgeted, which shows that Ihc program 

Is clearly outgrowing its administrative allos^^ance. The question, therefore, arises 

as to whether or not basiti state grant funds for the emplT>ymcnt service should be 

used to continue certifications In the program through the end of the year, whjeh 

^ t 
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we understand Is boin^ done, or should other fundlngr be provided? 

Another question deals with the use of TJTC as an Incentive combined with other 
employment and training programs. For example, utider the Job Training 
Partnership Acrt, an eligible trainee can bo placed with an omployer for subsidized 
^n-the-job tralnltjg and at the ^ame time be certiflod as eligible for the targeted 
j^bs credit. After completion of the training program, '"the employer can then 
claim the tax credit for the employee retained on the job. Many locAl private 
Industry councils, conskkr coordination v/ith trie targeted jobs credit ai critical for 
Vnvolving emplpyers whn carl provide training artd piaccment opportunities -In stable' 
jobs for eligible indlvlduaiiJ who are often the "hardest to-^employ". 

' * > 

!mpO!:.tant procedural questions have remained unclear In these lna.t^i^i;esi 

* would the two-year availabilUy of tlie oredit'b*igin when the employee 
enters training or upon completion of twining program? and 

* - ' . ' 

• would ihe wages pnld during the-5ubsidi7.ed training program affect the 
amount of qualified first-year wages thai wtiuld be claimed under 'ithc 



\ 



tajc ci^'cdit? 



And rinany,"fhe impact of the program has' not been adequaleli^ measured. Is there 
a net increase or loss In federal taxo8|-.i^edUc-Uon jn welfare paym^ts; and what are^ 
the types of -jol^s filled and the number o^jobs created as a result of the program? 
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Wc propose for your cbnslderatlon that a special task force bo formed, !n 
conjunctJoif with the extension, to investigate the answers to thes> and dther 
Important questions. Perhaps ilie Finance Committee could direct the Secretary of 
Labor to review these questions with representatives of business, labor and 
government. The group should also be given a specific timetable within which to 
work and report its findings l?ack to Co;igress within sftc months. The AllianV^e 
would be happy to assist Ac Finance Comnnitte^ or the Secretary in Resolving these 
questions for the benefit of the program* 

The Targeted i)obs Tax Credit has gained great momentum sinc^^t was first 
enacted in 1978. Many businesses have' used and continue to use it effectively. 
With proper management, it will continue to be a significant incentive for 
employjprs to hire individuals who need the jobs most and will start those 
Individuals on the road to economic independence. And so, the National Alliance of 
Business)supports your efforts for enactment ot a five year reauthorization. " 

That concludes my testimony, Mr. Chairman, I would be happy to answer any 
questions. 
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Senator Heinz. Jack Bloomer, \ « 

STATKMENT OF JACK BLOoMER. VICE PKESIDENT OF OPER- 
ATIONS, AMERISERV CORP., FORT LAUDERDALE, FL ACCOM- 
PANIED RY PAUL.E. SUPLIZIO, WASHINGTON REPlft^ENTA- 
TIVE, TARCETED ,H)BS TAX CREDIT COAUTIOXN, WASHINGTON. 
DC .,7 

Mr, Bloomku, Thank you, Mf. Chairman, ' . 

Mr, Chairman, I appreciate the opportunity to testify before^ yoii 
today, to present the views of the Targeted 'Jobs Tax Credit Coah- 
tion, which represents 80 firms including Ameriserv Corp, 

My name is Jack Bloo/ner, and Tm chief operations officer of 
Ameriserv Corp.. which was formerly Charter Business Services, 
We have worked with approximately 1,500 corporate clients in the 
investigation and implementation of State and Federal tax pro- 
grams. In this capacity, V Ameriserv has assisted approximately 500 
client companies in implementing the targeted jobs tax credit pro-*^ 
gram. We" have supported the program in the past, and we contin- 
ue to support its extCTision. .\ ♦ \ - t ' 

Our research and develogm<:nt office has recently completed a 
study tb.at involved a survey of G6 major clients, as well as a tele- 
phom^ survey of Job s(?rvice agencies in 10 vStates, This, study has 
been sent to you with r(,-commendations that we feel would assist 
in the successful continuation and improvement of the targeted 
jobs tax credit program. 

Among other things, this survey revealed that a full 42 percent ^ 
of qualified targeted jobs tax crediC employees simply would not- 
have been hired if this prof ram did not exist. And, very significant- 
ly, our cheats inform us that when business slows, qualified target- 
ed-jobs tax credit employees aref retained. 

Figures released by the U.S Department of Labor ^indicate that 
fiscal vear li)8H certifications for qualified targeted jobs tax credit - 
candidates Ttearly doubledVn every targeted group compared to 
1!,)S2. It is obvious that privMe business supports the program, . 

While the administration's position supporting a 1-year extension 
is better than no extension/ in order to ensure ongoing maximum 
support of business a 5-vear extension is much more appropriate. 

I think you would agree that it is very difficult for business to 
think in {erms of a full commitment to support a 1-year program, 
/rhe program is not without its problems, however, and -some of 
these have been commented on before, biit 1 would Hke to mention 
then:) again: . ^ 

There js a lack of uniform vouchering ^ind certification methods 
acro.ss the country. This makes it very ditfi<:ult for nmlti-State cor- 
poi'ations to administer the program. ^ ' 

There is also a lack of resources to provide adeC^uate personnel in, 
job service offices. The increased number of vouchers cannot be 
processed in a timely manner by mnny State offices. 

Many offices^' not evC^n have burrent regulations. 

There is also an opportunity, and that has to do with telephone- 
interviews, which in the State of Florida has been used very sue- 
^ cessfully. The indications are that a State office can operate and 
Support the program much more efficiently in^this way. > 
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And of course there Is the potential misuse, that has been men- 
tioned by some, of confidentia] information. This is an important 
, issue, and we have addressed this in the survey which was forward- 
. ed to you, and which we recommend you look at. 

All of the above points can be resolved to make the targeted jobs 
tax credit program even more effective. 

In conclusion, I would suggest that the targeted jobs tax credit 
i^rogram has be6n the single most successful jobs creation Federal 
. program ever implemented, and we would like to see it continued 
not just for 1 year but forli minimum oT-5. a 
Thank you. 

Senator Hkinz. Thank you very much, Mr. Bloomer. THat last 
statement of yours was a very strong statement, that it is the 
'single must successful jobs creation progi-am"? 

iVIr. Bloomer. We think it is.', 

[Mr. Bloomer's testimony follows.] 
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Testimony Pukskntrd by Jack Bi^omkr, Vice Prksidknt and Chief of OpfuatioI^s 

OK Ameriserv CoRr, 

Mr. Chairman ahd Hcimbcrs of the Committee: 

1 appreciate the opportunity to testify before you today to present the views of the 
Targeted Jobs Tax Credit Coalition, which represents 80 flr|ns> Including Anicrlserv 
Corporation*. 

- ■ ^ C 

My name Is JacK Bloomeil*^ I am Vice President and Chief Operations Officer of . 
Amerlserv. which was formerly Charter Business Services. We have worked with 
^ipproxlmatcly 1,500 corporate clients in th<p investigation and Implementation of state 
and federal tax programs. Amerlserv ^ias assisted approximately 500 ^illents In 
Implfementlng the Targeted Jobs Tax Credit program. Wt have siJpported the program 
In the past and we continue to support Us 6xten^lon. 



Our Research and Development office has rece.ntly copipleted a study that Involved 
a purvey of 66 major clients, as well as a telephone survey of Job Service Agencies 
In 10 states. This study has bpen sent to yon wl^h recommendations that we feel would 
assist In tl\e successful /:ontlnuation and Improvement of the Tatgetcd Jobs Tax Credit 

: ■ ; 

This survey revealed that 42% of qualified Targeted Jobs Tax Credit employees would 
not have been hired If Targeted Jobs Tax Credits did not exist. Thiff program has made 
a difference. Targeted Jobs Tax Qredlts hhve contributed to the decline of unemployed 
workers, and have provided opportunities (or those previously receiving welfare, ^nd, 
very significantly, our clients tell us that wfien l?u6lness slows, (qualified Targeted Jobs 
Tax Credit (Employees are retah\ed. > 

Figures released from the U,S, Department of babor Indicate that Fiscal Year 1983 
certification's for Targeted Jobs Tax Credit qualified candidates have nearly doubled 
1^. 
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Some of .he problem, that l.ave been identlf .e<M„c(u<te: 

' t-acK or u,.rot,n vouchetlnn .nd certir.c.tlon .ethods/ T... .aKes U vety 
clifnou.t for n„„t. .state corporations to VminKster tl,c progran.. 

Y 

• LacK or resource, to proV.e adequate per.onnO In .ob Serv.c.. Ofr.ce. Tho 
" - <1 a t.me.v manner by .any 

stfltc offices. 



^ Orr.ce/ao not ,.ave current regulations. Many have been rou., to be Vslns 
outdated copies of regulations. 



^ -n.te. use or telephone Interviews, it . our e.per.i.ce tLat by us.n« telephone 
•ntcrvlewing, stnte ofrices can operate more erriclently. 

' Potential m.u.se of conri.ent-al .nro..at.on. This Is an l.port.nt J.. 
- ..ave .nc,u.ea a roco^.en.latlon In the 'report you ,,ve receU.a a.aress 
this valid concern. \ 
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All of the above points bo resolved to make the Targeted Job^i Tax Credit program 



even more effective. 
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In conclusion, 1 would suggest that the iTargeted Jobs Ta^ Credit program has btjcn the 
single most succes,^ul jobs- creation federal program ever Implemented. Wcy want to 
sec It cont\nued not for just one year, but for a minimum of five. Let Targeted. Jobs 
Tax Credits continue to make a difference," 



This completes my testimony, I would be happy to answer any questions from you or 
members of the Committee. ' 

Senator Heinz. The Af'L-CIO has a different position. 
Mr. Bloomer, Obviously, ^ 
Senator Heinz, They have said three things: They have said it 
doesn't create any jobs; second, they have said that employers are 
receiving the credit after the'persQjn is already working there; and, 
third, they have said that this xiiscriminates against workers who 
don't have these credits- 

Now, let me ask Mr, Cantor: You mentioned thai^ you found 
many- employers receiving the credit who had employees already 
on the job. Now, we did change the law in 1981 as part of ERTA, 
We disallowed that practice. It had taken ,place before. Were you 
aware of that, prioi* to your, making this statement? " - 

\Mr. Cantor. Yes, sir. My full statem^t cites an example of the* 
change aud the fact that it has just been another kind of punching 
on this balloon, where by patching up one problem you have cre- 
ated another problem- 
Senator Heinz, Well, I just want to get the facts straight 
Mr, Gantou, It is in my prepared statement. 

Senator Heinz. Just so I understand. What you are alleging, are 
you alleging that that practice takes place now? 

Mr. Cantor, I don't know, sir. • 

Mr. Roberts. The testimony indicates a situation in -which a 
hotel was hiring, and they had Jieople coming in. They^ot the local 
employment service to be there to certify those people who were 
eligible for the TJTC. 

Now, it is clear that the enjployer, faced witli a choice of hiring 
someone who carries a TJTC certification or someone who does not 
is going^to prefer to take someone who carries the TJTC. In other 
words, no rfet jobs have been added; the employer is simply getting 
the windfall benefit froi?i the people' v/ho 'are hired carrying the 
TJTC. . 

Senator Heinz. Well, that, really brings us to the second point, 
which is— as I understand your testimony— that the people who are 
receiving this tax credit don't or should not get some special help 
by way of entering into the workforce. 

Mr, Cantor, Oh, no, sir. 
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Senator Heinz> Let me ask you this: Would- you agree that the 
targeted jobs Ux credit has been successful in helping disadvan- 
taged people g^jobs? ^ ^ 

Mr, Cantou, IS^nator, our position on this is that we b^iave the 
tax credits, particularly of this fashion, are wasteful and inefficient 
ways to meet goals, / \ . 

We have long been supporters 6f effective training progi^ams; we 
have been supporters of direct subsidies to employers w^ho cah dem- 
onstrate training programs. These programs are back-door, they 
are wage subsidies, tjtiey carry no strings on them and potentially { 
could set off one-particular target group against another, ^ 

As we, saw here^ today. Senator, which also disturbed me, there" 
was kind Of an attempt to rank: 16 to 17 year olds come equipped 
with an 85-percent survey; the good Senator Sasser suggested that 
we have a 75-percent ^ subsidy for long-term unemployed; other 
people are to have & SO-percent subsidy. I don't think that's the . 
way our labor market works. Senator, . . ^ 

Senator Heinz. Maybe not, but we had testimony from the voca- 
tional r^abilitation people that th^ir people have in effect a 50- to 
75>perc^nt unen^ploynient rate, which is fairly high even by AFL- 
CIO standards. ^ ^ ^ 

Now, I was wondering if you could answer the question J asked 
yon. So that I understand your testimony, you are objecting to the 
program on two grounds: Onfe, that you believe it is an inefficient 
subsidy. You have stated that. But, seconrd, your other point — and 
this is the point I want to bring out— is that because it works for ^ " 
disadvantaged people, it is unfair. 

Mr. CAN'jf^u, No. - ' ■ . ' 

Senator Hbinz. Well, could you clarify what you me^m by that , 
point? , 

Mr. Cantor. There are alternative ways of using roughly $1 bil- 
lion a» year to meet the needs of these people. 

Again, as you know, Senator, we yield to no one in bur support 
for programrs that ^ " / ^ 

Senator Mkinz. But^hat do you recommend we do as\m alterna- 
tive? ^ ' \ 

^Mr. CantOk. As an alternative? First of all, we^re all Wrestling 
now with a very, very serious deficit problem and jnterest 
rate problems. Tjiere is a combing of the Internal Revenue Code to 
get every nickel possible out .of it. ^ 

Senator Heinz. No; I didn't make question clear. Sir, you are^an- 
^^wering a perfectly reasonable question, but it is just not the one I 
meant to ask, which is: How would you propose to help the disad- 
vantaged, that this legislqition apparently helped,^to get jobs if we 
don't ha^ve this legislation? * * ' . 

Mr. Cantor. By funding and^ using that money to fund progr&ms 
that can effectively do that, ' ^ 

Senator HEiNZt And what vvould those be? 

Mr. Cantor, Mark, would you want to answer that? ^ 
^ Mr, Roberts, Senator, we are very strong both on affirmative 
action programs to help disadvantaged peoplB, and we are very 
strongly in support of a whole array of employment and training 
programs. We nave the National Human Resources Developrnent 
Institute, an arm of the AFL-CIO, which is concerned with helping 
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in job placement,-in reaching out, in working with people like exof- 
(end6rs. young people, lind a range of the spocml targeted gi-oupsr 
We arc involved in progran^ to help 'alcoholics, to help disabled 
people. In other words, we 'have participated we have supported, 
over the years we have haA a consistent record of ver^ strong sup- 
port for programs to do things directly rather than nidirectly 

Senator Hkinz. There is absolutely no disagreement about that l 
think the .AFL-CIO has an exemplary record m ti'ymg to help 
people and trying to help the least advantaged people 

But just so that wo sharpen the argument, one of the thnigs you 
said we could dd to help people here is, rather than have this pro- 
gram, do it through affirmative action, which, depending on wheth- 
d you are Jesse Jackson, Walter Mondale, or Ronald Reagan, you. 
either set targets or you set quotas. Well, let's not debate the dis- 
tinction between targets and quotas; but it seems to me that li you 
have an affirmative action program that sets a target or a quota, 
^ that that is just as subject to the*accusation of reverse discrimina- 
tion as you -have madib against the targeted jobs tax credit pro- 
gram. ^ 

How would you respond? . , . 

Mr RonKKTS. Well, I would respond to that, Senator, by saying 
that over a good many years the AFL-CIO, our HRDI, has worked 
with employers and with unions to promote an understanding and 
acceptance and outreach on this kind of affirmative action. We 
have worked with employers, and I think a lot of very well inten- 
tioned employers have cooperated in this kind of.affirjnative action 
and outreach. ' , 

Now 1 think it is important to call on the employers and the 
union people to work together on this, and I think it: is ntuch more 
logical— it certainly seems logical to us— to do this directly rather 
than doing it with a subsitly of a tax credit. 

Senator Hkinz. One question for Phil Burnette and William Rol- 
* berg, and Jack Bloomer: • , , u u - 

Gentlemen, is it your view that this program indeed has been 
successful 1^1 meeting one of its major nitended goals— namely, pro- 
viding unemployment opportunities for the disadvantaged.'' 
Mr. Burnette, yes or no?. 

Mr. BiiKNKiTE. Yes. ; ^ 
Senator Hkinz. And substantially yes? Is that a strong yes m a 

weak "yes"? - * , , i 

Mr. BuRNK'rrE. A strong "yes". Senator. Absolutely. > 
Mr. Koi.DKRG. Yes. Could I expand on my answer lor just a 
moment, \o get in on this colloquoy you just had, please? 

Senator IlwNZ. All right. " , t u 'p • • „ 

oMr. Koi.BEKG. It seems tft me this program, and the Job training 
Partn«^rship Act, have the same goals in mind. ' ■ , • * 

What the Congress has tried to do through F<?deral financial in- 
centives is to change hiring behavior of employers. And the way 
economists would say that should be, is by moving those with a- 
severe disadvantage ii> the labor market farther up on the hiring 
queue bv helping an employer tal^e a chance on someone, either 
through an on-the-job training sdosidy or a direct. subsidy as in this 
program. We thinly they have essentially the same goals in mind; 
but they offer different ways of reaching the same goal. We believe 
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n«nn!fi ^ i^^rnhev of programs that ought to be in a whole 

For of L°nin l^^ G*)Vernment*uses to try to change the hehav! 
eft nnt TZT' employers to hir«» those v^ho are 

• gtnfhrve'&uSuf ^ ^^^^ ^^^'^ 

Senator HEim. Mr. Kblberg, thank yow very much 
Gentlemen, you have all been excellent witnesses". Senator Dole 

Senator Dole, thank you very much » , 

■ "^P"-^- ^^^^^ specific questions. • 

We have been in this comrtiittee room- now for about the last 2 

Iot $50tilHon' n"' '7"^ to put together a revenue package of 

l^eL:ntZt^^^^^^^ aren't willing to hefpTfi;! 

wi f ^ 1 T extend a program unless^ 

we And a waj^ to pay for it. It was not in the House bill that wns 

nn?nir'''^^^- ''^^ ^^^^^ billion shortl^ oui reTe 

nue package, before we consider any add-ons at all 

Packkl^vonTpH^i;? ^ITT^I ^" the pending 

package you had better iielp find us a way to pay for it 

we lett this room yesterday thinking we had raised $3 5 billion 

closing huge gaping loopholes in the way we tax the real estate tn- 

dustry. By last night at 7:00, they had put enough pressu^^^^ 

members to change the vote. So, therein lies the pfoblem We are 

' a?e fa^f tit^S b-r^^H'^;";^ f''}' comS;"n we" 
^re^taced with ^00 bilhon deficits-not as long as I am the chair- 

r.ll^^^I'u^ ^^""^ the votes to stpp it; but, unless we have -a willing- 
ness on this committee to pay for things'we do, we're not going to 

in^h^'K^'' easy to give a billion away; I'd be for it, Voo, if I were 
hat fs a reaTm-oM"' "^IT '^^ ^^P'"^ th^ billion? And 

is reallv Lrth a L ""^-fr ° u^''""^ ^^^^^ ^^^^ answers, but it 

\JJT2 ^^^^ questions; I am just telling ^ou we have a prob- 

iTh tTe pro^g^L"" '^^^ "^ "^'^^ problem^.-we might help%ou 

Mr. KoLBERQ. Mr. Chairman, I would like to resDond if T mav Tt 

oar'i" On '^'^ 1'. ^ P^^^^^^ly reasoLbircgallenge on /oJr 

part Our response would be this: That we believe this program is a 
much more effective way of taking care of the problem of th^Ttruc 
turally unemployed than public service employment programs or 
even a much larger subsidized-job training program P'"^"''"^"' °' 

tiafiv $lTto"u"h!n,-^'^r^^ expenditures in tliis area from essen- 
TnK T • • I ^.'"T ^ y^^^s to^bout $3 billion under* 

So I guess the argument I would make to you— which I under- 
stand, you get made on all programs-is that\his is a more effec 
five way of reaching the structurally unemployed and geS| them 
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into pVivate sector jobs than wh^^t we were doing before. We ought 
to give it a fair chance instead -of cutting it off, just as it really 
begins to work, and employers begin to understand it and use it.^ 

Senator Dole. I didn't suggest that. 'I was just suggesting, that 
unless we can pay for it we are not going to add it on. And right 
now we are $10 billion shoH-in our package. As I saiH, wejost $3.5 
billion yesterday on real estate, because that-in(Ju3try put enough 
pressure on riiembers to c)hiange enough votes after the committee - 
had recessed. So we don't have $44 billion, we have $41 billiori, and 
.we need $54 billion before wie even consider Vdd-ons. I don't know 
where we are going to get it, but we are^not going to meet any 
more in this committee until we work it out. ' 

Did you have a comment? 

Mr. GiKRY. Senator, .we h-^^e beejn here before with revenue-rais- 
ing measures. [Laughter.] T 

Senator Dole. I don't like your idea. [Laughter.] 

Senator Heinz. iMr. Chairmati, Mr. Cantor will go at some length 
on revenue-raising measures. ' 

Senator Dole. I have read the Mondale program. So do the 
people in New Hampshire read the JVIongdale program. [Laughter.] 

Mr. Cantok. Senator, we agree on this one. I think we are on the 
same side — for different reasons, perhaps — on this one. 

Senator Dole. Obviously everyone on the panel is concerned 
about deficits and interest rates; it's the last thing you need in any 
of your businesses. 

I am not trying tt> be the skunk at the Uwn party here, but I 
assume everyone here can hardly wait to spend more money for 
targeted jobs credits; but we don't have any. Maybe we gan find 
some. We are having a meeting right next door to try to figure out 
some new loopholes to address. This may be one itself. 

Senator Heinz. Gentlemen, thank yf)U very much. We appreciate 
your excellent testimony, . > ^ 

[Pause. j 

Senator Heinz. Our next panel consists of John Bishop, , Dave 
Robison, and Edward Lorenz,. 
Mr. Bishop, please proceed. ^ 

statement of john h. bishop; ph d,, economist, 
^ wokthin(;ton,.oh 

S'. BiSHOW. I want td thank Senator Heinmand Senator Dole for 
g here, for rriy testimony. , ▼ 
I am Dr. John Bishop, director of the research division of the Na- 
tional Center for Research and Vocational Education at Ohio State 
University. ' - 

I have been doing research gn the targeted jobs tax credit ever 
since it was created^ but I testify' not reporting on any specific Gov- 
ernment-funded study but as an individual, as a citizen. % 

I w^ould like to try to respond to Senator Dole's challenge find 
ways to raise revenue or cut tax expenditures, so I will try to make^ 
some recommendations for how to increase the cost effectiveness of 
the program, possibly reduce its cost, and also mention some alter-^ 
native revenue-raising ideas in this area. . ' 
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Senator Heinz, Dr. Bishop, before you go any further, you have 
done a very congiderable study of this program. I took jthe opportu- 
nity to read ypur testimony and your study, and I will have it in- 
cluded at this point in the record. 

[The inforrnation follows:] ^ 
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1 Appt6clat6 thl« opportunity to contribute to. your coqimlttees' dellbera- 
tlonfl regarding revision and reauthorl^zntlon of the Targeted Jobs Tax -Credit, 
I aa Dr. John Bishop, director of the Research Division of the National Center' 
^jE^r Resia/ch in Vocational Educaatlon located at the Ohio State University. I 
would like to thank the Upjohn Institute for Its current support of my work In 
this 
acnd 

ever ,88 an Individual, not as a government contractor » 



is*^ea and the Department Labor, the National Institutes of Education 
d thd Congressional Budget Of flce fo^. their past support.^ I testify how- 
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TIUC^ARCRTED JOBS . TAX cfeEDTT 



Beginning In 1979 employers outside the personal service eectot have been 
able to obtain a tax credit of 50 percent of the flrsj $6,009 of wages per 
employee for the first year of employment and 25 perc^pnt of aueh wages for the 
second year of employment for the hiring H)f certain categories of workers. 
These included higlr school students, in cooperative education programs, econoitr- 
Ically disadvantaged youth (elghte^tn through twenty-four) , veterans and excon- 
vlcts, Supplementary Security Tncome'and general assistance recipients, and 

the handicapped. > i " - 

V The^Problem of Low Participation 

' Vtie pWraiD started slow; but by fiscal 1981 it had grown to a t>oint 
where 400,000 workers were being certified per year. Eligibility ^was tight- ^ 
ened ln.l981 and that c<*iblned with .the recession reduced the nomber' of cert- 
ifications to 202,261 m fiscal 1982. With the end of the recession the total 
numbcrXof certifications vebc^unded to 431.182 in fiscal 1983. 

TJTC has had greater success at obtaining employer participation than ^ 
previous targeted employment subsidies like the WIN t ax ■ c red i t, NAlWOBS and \ 
CETA-OJT: T>Us was due to the following three felitur**^ of TJTC: 

1 IV 18 an entitlement. Reluctance on the part of local agencies to 
•administer it cannot prevent a persistent employer from obtaining^ 
certification of employees that are eligible. In fact. ETA s 19/; 
Study of Early Implementation of TJTC found "the rather limited 
vouchering and certification activity that .had taken place fty then 
was largely in response to ^toployer aiid applicant inquiries rather 
than active promotion by their staff.' 
2, At least one target group-the Co-op Ed students-was defined by a 
choracterlstrlc Chat does not* carry stigma. For this group, student 
and employer certification were maUe ipto a one-step process and re 
sponslbility was centralized in the hands of a person— the high 
.school official responsible for Co-op Ed— sho was being judged by 
school supervisors frt the basis of the number o> ^obs found for the 
target group. As a^ result, 45 percent of all jobs certified for 
TJTC's have been for Co-op Ed students- The 1981. reauthorization of^ 
TJTC limited the eUgibility of Co-op Ed students to those from dis , 
advantaged fmnlllea so this comment does not apply to the cotrent 
TJTC programf 

3 Participation in TJTC requires less paperwork than CETA-OJT or the 
JOBS and early WIN programs did and requires fewer contacts between 
government agencies and the employer. 
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Novorthbleso, the TJTC irf curirently helping less than 10 peVceiU of^the 
pool of young j|>eople eligible for the program'. ^ There are three prlm<^iry 
caua^a of TJTC* I low paTtlclpatlon rate: 

• « 

1^- For a long time most employers \^^re not aware or werp PT>ly vJiguely 
i aware of Che program. A spring 1960 survey of employers found that 

only 17^ percent 'of all employers representing establishments respon- 
sible for 33 percent of all employment reported being "familiar" with 
TJTC (EOPP Employer Survey). Firms that reported being familiar with 
Che program 6ftei\ knew very little about It, The pt^ogram Is now much 
better koQvn^ A 1982 resurvey of these same employers fbund thac 80 
• percenc had *"heard" of TJTC amd 50 percenc had spokevi to a represenC;- 

atlve of goyeriTiaent Or a trade/business prganlzatlon about the pro- 
gram. " 

2, There ie a stigma attached Co being a member of aoet of the TJTC's 
^ Carget^groups- Employers perceive the program to be subsidizing 
peo^Q who 'do noc make good ^rkers. This reduces the likelihood 
that employers will ask the eAployment service to refer TvTTC-ellglble 
workers to Chelr firm. Furthermore, wany applicants feel that telling 
prospective, employers of their eligibility for TJTC may hurt tholr 
chances of gettlrtg the jbbii 

>- The complicated rules of eligibility means 'that nosC employers are 
unable to Identify who Is eligible on their own and that governmenC 
cprtlf leatlon of employee ellglblllCy Is necessary* This has three 
dlsadvancogcs: (a) It often forces the flrm^ out Of Its tradltlqnal 
• recruitment, channels; (b) employers fear ^that It will Introduce red 
Cape InCo Che hiring process or bring abouC unwelcome gpvernmebt 
Interference (the costs of identifying and certifying who Is eligible 
are thus major deCerrents to participation); (c) the program's suc- 
cess depends upon cooperation between private business men and gov- 
ernment bureaucrats. (Most employers are very Wary of government 
and che aCtltude of government employees In some parts of Che counCry 
reinforces their dlsCrusC.) ^ 

The 1^82 NCRVE employer survey asked employers who had heard of TJTC 
whether they planned to ask Che Employment Service for referrals bf TJTC 
ellglbles wtien chey needed to hire ifnskllled workers In the future. Only 27 
percent eald^es. The other 73 ^percent were asked "wKy not" and their answers 
are reported ix\ Table 1- The reasons cited for not planning to ask for refer-; 
tafs generally related to either' not needlii^ or wanting people of the type who' 
would bo eligible or not wanting to deal with the agency, the employment serv- 
vice, that w^s proposed by the question as the referral source. Thirteen per- 
cent were not expecting to Jilre anyone, 7.6, percent did not need th^ typed of 
workers who might be eligible and- 17.5 percent thought eligible workers would 
not be skilled or reliable enough. Dissatisfaction with the employment serv- 
ice was very common — 8.5 percent expressed dissatisfaction with pervious ES 
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REA.SONS FOR NOT PUNNING TO ASK FVMI REPERRAIS OF TAX CREDIT 
ELTCIBUES WllBN AN .UNSKILl^ WORKER IS NEEDED 
^ \ 



Percent of 
> Responses 



13.0 
7,6 
1.2 



Not Hiring That Type of Worker/Not Ellgl-hle I 22.0 

Don't expect to be hiring 

Will not be nee<Mng types of workers who might * 
be eligible 

Would not benefit because we hnvc nh frax -1 lability 
We are not eligible 

Ellglbles/Referrals are Thought to be Pobr Workers 

Eligible Workers not skilled* enough l^-O 
^ Eligible Workers not reliable enough 3-5 
Dissatisfied with employment setvlce referrals 8-5 

J(bn* t Use the Employment Service 

CrlticlRm of TJTC Program ^ <i 

Too much paperwork 10.7 
Might resplt in government Interference 3-3 
Tax benefit not big enough . ^ 1*3 

• \ 

Applicants Should Be Judged by Qualifications and 
Not by Tax Credit Ava llabUl ty ' > ^ 

• ' f 

Other/Didn't Think of It , 

/ . 



26.0 



23.2 
15.3 



100.0' 




Unweighted tabulation of answers to "Can you tell us why you do not plan to 
ask for referrals." that was asked of the 73 percent of respondents who an- . 
swered "no" or "don't J^ow" when asked "In the f.utlire, do you plan^ to ask.for 
referrals of tax-credit^ eligible employees when you need to hire unskilled*' 
workers?" ^ 
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r«fcrr«l8 *nd another 23 percent said I don't use the emp),oyment *8oi:Vlce with- 
out citing a reason. The responses suggest that having to obtain referrals 
acid certifications from the employment seirvici may be an Important ^barrier to 
participation. The next most common reason for not planning to participate 
was paperwork 10.7 percent, OnlV 3'3 percent mentioned '\he poSolUlllty of 
government Interference or IRS audit as a ncgatYvc and only 1.3 percent 
claimed the tax benefit was to small. 

Since many of the negative references to the employment service were 
probably a consequence*" of prjobleius with previous referrals,- it should be clear 
that the primary barrier to universal participation Is the perception that 
eligible referrals wlll^be^less productive and less gtable workers. Since low 
pj-oductlvl ty was t|ie primary criterion for selecting the proups that would be 
eligibly for TJTC,' thle should not be a surprise. If th* program is well 
targeted, it Is almost Inevitable that employers will perceive It th:^s way. 3 

^ The stigma a^ached to Ibelng a toember of one of the targeted groups 
cannot explain why employers do not request a" certification for employees they 
know 'to be 'eligible. The 1982 NCRVE survey found that certifications were rifrt 
requested for 15 percent of ''the 'known TJTC ellglbles that were hired. The 118 
firms that reported not applying for a tax creMlt for one or more of their 
eligible hires were asked why. Tlielr answers ate reported in Table 2. , Forty- 
six of the firms cited legitimate structural reasons for^not applying — 
employee left too quickly, firm not ellgl,ble, deadline paiued etc. Seventeen 
reported that not knowing how was responsible for not appl>\rtg and twenty~flve 
reported the papiSVwork was too great. Only 3 complained .the) tax benefit was 
too rfmall, only 8 said they don t Want to get Involved with government and 
only one mentioned a fear that applying might result in government interfer- 
ence. Thus among ffrms that hire ellglbles the primary barriers to participa- 
tion seen to be paperwork and Ignorance. Of the two, Ignorance Is the most 
Important for there are large numbers of 'firms that hire ellglbles* but! d<? not 
realise It. ^ 

Minimizing, paperwork was an important consideration In the original 
design of TJTC, Most of the complexity and paperwork that remains is an 
Inevitable consequence of the. highly targeted nature of the program. The 
complicated nature of the eligibility "rules and the resulting necessity of 
employment service Involvement In the referral and certification of ellglbles 
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do not, however, yfdtch up w^l with the recrultrnont processes thflt predominate 
In the relevant labor markets. Each month the typical employer In this labor 
market Is hiring one employee for every ben already on board (Cohen and 
Schwartz 1979), The probability that a new hire will still' be with the firm 
six months later Is less than 50 percent.^ As a result, employers try to keep 
the cost of searching for new* employees to a minimum- Studies of how people 
have obtained their last job find that 35 percent of all jobs were found by 
applying directly to the firm without suggestions or referrals . and that4 
another 26 percent were obtained by applying directly to the firm at the 
suggestion of a friend or relative (Ro^enfeld 1975). Most firms prefer to 
hire people who are recommended by current employees or who have shbwn their 

A. 

^desire for the job by personally coming to tUe establishment and applying-. 
Seventy percent of the employers with vacancies do not list the opening job 
♦1th the employment service (Bishop, Barron and *^{ollenbeck r9a^). As a 
result, even though 3A percent of all Workers had checked with the employment 
service during their last period of job search, only 5,1 percent had gotten . 
their jobs through an employment service referral,. Employers prefer Informal 
recruitment channels because (a) such channels are faster, (b) employers do 
not be^oipe Inundated 'with job applicants who must be Interviewed, {c) pre- ■ 
screening, Is possible so the number Of applicants who are turned down Is 

minimized; (d) they can avoid dealing with government and (e) they bejlleve 

> It I ■ *■ 

they find better Job candidates frofl^ Informal soiirces. 

This preference acts to limit Che market penlitratlon of any progrs^ft ^^Or 
finding j^bs for the disadvantaged that depends upon a labor market Interme- 
diary — the employment service, WIN office or^ a"JTPA subcontractor such as the 
Urban LeagAie* High participation rqtes will be achieved only - when' unusually 
dedicated afkd competent people are running the labor market Intermediary. 
With only ordinary lead^rfi^hlp, such a program Is bound to be Only partlalry 
successful — helping son^^ of the people who approach the a^encTy for help but 
falling to reach most of the eligible population. 

The targeted employment subsidies that preceded TJTC all . necessitated 
agency referrals of eligible Job applicants. With TJTC there are two alter- 
nate ways of bringing subsidy, employer, and job seeker together. Job seekers 
may Inform employers of their eligibility. This does not now Qccur to a sig- 
nificant degree because most eligible workers are unaware of TJTC's existence 
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WHY KHPU)YERS WllO lURED ELIGIBLE WORKERS 
DID NOT OBTAIN CBRTXFldfelON 



Adminldtrfl tlve/Strnrt-nml RAnonnn 




Responses 


Deadline for applying past 

En»ployee loft before bcjln^ certified 

Employee did not stay f6r required length of 

time to be certified 
Not eligible for other reasons 
General/other admlnlstr/»tlve at>d structural 


5 
12 

9 

l\ 
9 


' Lack of Knowledge/Don* t Know How 




17 


Benefits Did Not Outweigh Coats 




> 

32 


Paperwork to<^ great 
Tax benefit, too small 
^ General 


25 
3 
/» 


Don't Want to Get Invofved with Covermnent 




0 


Might Result In Interference 

o 




1 


J Worker Ability 




2 


^ Other 




12 
118 

-i- 



Answers to the question "Why didn't yov. apply for the tax credit for these 
eligible employees?" 
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And'because most employment service offices do not routinely Inform the *ell- 
gibles that do come to It for asdl stanch thttK-they-trrtnellglbXe. The otjier 
barrier to this mechanism becoming laportant Is the reluctance of many Job 
applicants to advertise their TJTC eligibility for fear they will be etlgma- 
tlxed. This reluctance seems to be justified. Two experiments, one In 
Dayton, Ohio and the other In Kaclne, Wisconsin In which TJTC-ellglble welfare 
recipients were trained to Inform employers of their eligibility for a tax 
credit found that such training caused a statistically significant reduction 
In placement rates (Burtless and Ch^ston 1981; Moran , et al , 1982)- 

Th^ second alternative mechanism assigns the Initiative to the One who 
moat directly benefits from the tax credit, the employer. This scenario envi- 
sions employers* screening their Job applications ,for ellgijble Individuals and 
then sending them down to the employment service for vouchering and certlflca- 
tloq^efore or after they are hired. Presumably, anticipating that A may be 
eligible for subsidy and B Is T\ot will Increase the probablllt_y that A Is 
offered the job* The use of family Income and participation In welfare pro- 
grams as targeting criteria, however, makes it difficult for employers to know 
who Is eligible and thus prevents many employers from taking the tax credit 
Into account when hiring. Sending Job ^applicants over to Che employment serv- 
ice prior to hiring does not seem to have become popular jfor It delays the 
hiring process, risks losing the worker altogether, and' Is thought to be un- 
ethical by many employers. Identification of ellglbles by the employer (or 
his agent) seems to have befjbine the primary mechanism by which employers 
Identify and certify TJTC eligible workers. 

The agencies that admln:^ster TJTC-^t the local level have an extremely 

Si* 

critical role to play even when agency referrals are not the primary way 
employers recruit and Identify eligible Job candidates. They must market the 
program. Studies of employer participation In ^JTC have found It to he quite 
responsive to personal contact by Job developer^ and other local administra- 
tors of the program,^ Not only do these contacts Inform employers of the / 
programs existence but they also greatly Increase the probability that knov~^ 
ledgeable firm will participate, Flrps that first learned of WIN from a gov- 
ernment representative were nearly twice as likely to participate In WIN and 
two thirds more likely to participate In TJTC (Bishop and Montgomery, 1983). 
Firms that have participated once are very likely to particlpate^agaln. 
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Thq Importanco of local outreach and promotion Is further supported by 
the dramatic difference^ between states In the proportion of their disadvan- 
taged youth thatj, are served by the program.- Vermont, for Instance, vouchers 
35 petcent of their eligible youth and certifies 9.2* percent while New Mamp- 
sjilre vouchers only 10 per^t and certifies 3.3 percent. Kansas vouchers 29 
percent and certifies 11,6 percent of ellgmes while Colorado vouchers only 
2,9 percent and certifies only 2,5 p<ircent. Maryland vouchers 21 percent and 
certifies 8.6 per/:ent while Deloware vouchers only 7.6 percent and certifies 
3,7 percent, The^htes of vouclierlng and certification of eligible youtK for 
all fifty states are proseAed In figure I and 2. The wllllngneee of firms to 
participate In these programs does not vary appreciably from state to state; 
what d^es vary a|(Q the policies and commitment of the loCaf administrators of 
the program. Examples of administrative foul ups and unwilling or Incompetent 
admlnlGtr-ators sabotaging the f J TC. program are not difficult to find. When ^ 
the federal contribution to administrative costs ran out In t>Tt state of 
Wlsco-hsln. certifications dropped to almost zero for f:he final three months of 
the year/ One Or egon*^pl.oyer found his local etnljjloyment lervlce Ignorant of 
TJTC and uncooperative, as veil. He claimed they were not even set up to ^ 
certify the eligible workers that he found and hired; he had to*^go down to 
the office to teach the staff there how to certify -someone. If aU states 
were to adopl the exemplary policies and marketing philosophy gf states such 
as Vermont ; Maryland, Kansas, South Dakota, Florida and Mississippi the 
utilization and^ Impact of. TJTC could be doubled. 

The Problem of Cost Effectiveness 

The purpose of the TJTC program Is to Induce firms to Increase their hir- 
ing and training of disadvantaged workers. The program can be considered cost 
effective only If a reasonable proportion of TJTC certifications represent an 
Increase In hiring of targeted wofkers and this hiring does not result 1^ 
other similarly disadvantaged workers not being aMe to find a job. 

The ^act that moat empl<%»r8 choose not to participate In a program can- 
not be Interpreted as strong evidence thi^ the program Is not cost effective. 
The low rat^s of employer participation In these tax credit programs suggest | 
that non-pecuniary costs of participation are high, for many 'firms. 5o!he of - 
these costs— learning enough about the pVogram to use it, making arrangements 
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for the referral of eligible workers, establishing a system tp Identify which 

Job applicants are eligible an4 the risk of being subjected to greater acru- 

tiny by BEOC or the IRS — are fixed (l.e^, do not rise vdtth the number of ell- 

glbles hired). These costs discourage pa/tlclpatlon, but for those who do 

participate they should have no systematic effect on the Impact of. t^e subsidy 

on enproyment. Other noir- pecuniary costs depend upon the number of workers 

hired through the program. variable' costs are the costs of searching for, 

Identifying /'apd certlf ylrv^|eliglbl«i workers and the risk of hiring workers^ 

that are less productive Chan th^ fiypical onsubsldlzed Job applicant. These 

cbsts lower the net benefit of hiring extra subsidized workers, and therefore,. 

reduce the Irtpact of the subsidy on participating firms. Our study of partlc- 

< 

Ipatlon In these programs suggests that for TJTC apd WlKl fixed costs are a 

• # ■>■■.■' 
m9re Important deterrant to a firm's participation In these programs than the 

^ • ' , ■ ■ 

variable costs (Bishop, and Montgomery 1983, pp. 29-45). Many of the firms 

that choose to participate sfcera to participate very heavily. Even though less 
than 1 percent of all workers are subsidized, the typical subsidized worker Is 
working In an establishment at 'vhlch l4.6 percent of the firm* s employees are 
subsldlze'd. This suggests tha^ In some of the participating fllrmd the mar-^ 
glnal costs of*hlrj^jjg subsidized workers are and remain low as the employer 
expands his employment of subsidized workers^ This means that the fact that 
participation rates of fln:|S are low cannot be taken as evidence that a pro- 
gram has zero or only small effects op those firms that choose to participate. 
In fact, a reasonable argument can be made' that the response (extra emploly-^ 
meat) per dollar of expenditure will be bigger In a small fftrogran than f 'large 
program. When there are Important fixed costs to partlclaptlon , firms with 
high elasticities of demand for the susldlzed clas^ of workers and low 
marginal costs of certifying extra workers are mote likely to participate t^han 
firms with low elasticities of demand and high marginal costs of partl^:lpa- 
tlon. As a result, one might expect that the first firms to volunteer to 
^participate will be more responsive than the firms that are talked Into ' 
participating at a later date. ' • , ^ 

There are, however 'J' other reasons for being concerned about co*t effec- 
tiveness. Five types of evidence' are available: 

1 . Data on retroactlvatlvlt^ — proportion of certifications made 
after hiring date. • 
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2- Experiments In which eligible Job seekers are taught to announce 
their eligibility to pr08j>ectlve enployere. » 

3. Survey responses bv employers about how they were Influenced- 

4. Econometric estimates of employer responde, 

5. Data on the relative jproductlvlty of TJTC eligible?. 

Retroactivity , 

/ For Che first two an3 a half years of the TJTC program employers coul^ 
apply for certification of an eligible employee long after the hiring date. 
Irhci consequence was that many tax credits were awarded for employees whose ' 
eligibility was ^ot learned of until after the date of hiring. During this 
period approximately 63 percent of the non Co-op Kd certifications of eligi- 
bility were being obtained after the Individual had been hired- This has been 
intepretcd as implying that the tax credit was not Influencing many of the 
hiring decisions that resulted in receipt of a tax credit, and therefore, was 
producing "windfalls" for employers- Because of this concern the Economic 
Recovery Tax Act of 1981 outlawed retroactive certifications- Since fall 1981 
all new certifications have had to be requested by the employer prior to the 
eligible individual's employment starting date. This change bias probably 
significantly improved the cost effectiveness of the TJTC program. 

Experlments where Job Seekers Announce their Eligibility ^ 

There have heeii two experiments where 'welfare recipients who were seeking 
employment were taught to ahnounce their eligibility for a TJTC to employers 
when they applied for a Job. In both experiments the group that received this 
training had a lower placement rate than other eligible welfare recipients who 
did not receive this training. In the Dayton experiment random assignment was 
used to select the group to ^e trained. The reduction in the placement rate 
was statistically slg^ilf leant . The results of the Racine/Kau Clair, Wisconsin 
quasi experiment are particularly InteteRtlng. The study used a design in 
which WIN clients served after training In using TJTC <as a marketing tool .was 
initiated were compared to those who served prior to the change. Holding 
other characteristics constant, the WIN clients who were trained to tell 
employers about their TJTC eligibility were not only less likely to obtain any 
job, they were half as likely to obtain a TJTC certified Job. 
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A follow up of BOm of the WIN cjLlenta l,'" experimental artd control 
groups In Racine found that It waa the WIN clients who followed instructions 
and brought up their eligibility when contacting employers that were ie^st 
likely to find a Job. Of the thirty-two reporting that-'they used TJTC ao^a 
marketing todl , only two* (6 percent) found TJTC certified jobs. Of the 26 
reporting they did not initiate discussion of their TJTC eligibility, 22 per- , 
cent, found TJTC' certified jobs, The8e\esulcs suggest that i^ you are a wel- 
fare recipient, that announcing you arc a TJTC eligible tells most prospective 
emplpyers something they did not previously know, that is styr^atizing and that 
reduces your chances of being hired (BurtXess and Cheston 1981, Moran et al 
1982). 

There seems to be strong evidence that signaling ones' welfare recipiency 
has a powerful stigmatizing efJ&ect for most employers. One would not expect, 
however, that being a youth from ci low income family would be equally stigma-' 
tiling and this presumption receives support from two studies. Nearly 900 
employers were asked to review a sample of completed job Applications and 
assign employability r/itings. In both studies TJTC eligibility had a modest 
positive effect on the rating given nixd in the one with Che larger sample ^he 
effect wfts statistically significant (UoUenbeck, 198Aa; Hollenbeck and 
Smith, 1984). ^ / 

Survey Responses 

There have been three surveys in which employers were asked wKat impact 
TJTC had upon their hiring. In the spring of 1980 the EOPP employer survey . 
asked the 313 employers reporting that they hired employees subsidijped by 
TJTC, wyj, or CPTA-0JT» "Did participation in the program we just talked about 
influencT^Ms establishment to expand total employment by more than might 
otherwise hav^ been done?" Twenty-five percent of the firms said yes. They 
wer'e then asked "How many additional employees were hired that wouldn't have 
been hired otherwise?" The total induced increase in hiring reported by the^ ' 
firms was 363- Tlie total number of workers subsidized in all 313 firms was 
1896 so the ratio of reported job creation to certifications Was 20 percent . 
(Bishop and Montgomery 198^0. 

A GAO survey of TJTC users in January 1980 asked J'To what extent did the 
tax credit influence your decision to hire workers'from targeted groups , i.e., 
Would you have hired them anyway?" Twenty-six percent said their use of TJTC 
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would Ipcreaee employment level and percent eald they substituted sortie 
target hires for 8i,mi,lar non-target* workers (0*N6lll 1982). 

In January 1984, 100 employer? who had hired one TJTC eligible In a 21 
month period ending two years /previously were asked "Was there ever an 
Instance In your recollection when a tax-cryJlt eligible individual was given 
hlrliTg preferertce because of the taj^ credit oyer another Individual who ,was 
approximately as well qualified o.r more highly qualified?" About 21 ^rcent 
of the respondents said yes. When those firms who reported changing who they 
hired part of tfie time are given the appropriate weight, the firms reported 
changing who they hired about 17 'percent of the time. They were also asked 

^-*Can you think, of any Instance when your firm decided td make an opening In 
the firm to take advantage of a tax credit?" About 13 percent said yes. When 
those who reported doing It part, of the ,tlme are given an appropriate weight 
the proportion reporting bdlng Induced to Increase employment was 7 ^percent, 
it Qh(Juld be noted, however, that a survey of employers who hired exactly one 
JTJTC eligible^ between January, 1980 and Septegiber, . 1981 , It Is not representa- 
tive of the bulk of TJTC u^age. tJTC certifications are, highly concentrated. 

. Invl983, for Instance, Pizza Hut hired 6,366 TJTC eligible employees In com- 
pany owned stores. Probably 50 to 100 firms are responsible for more than 
half of all TJTC certifications. The firms that recruit TJTC ellglbles and 
give preference to TJTC ellglbles when they select new employees will become 
the biggest users of the program. Data on these big users Is essential If 
aggregate employer re^sponse to the TJTC Is to be measured. As a result sur- 
veys like the^ne just reported significantly understate tjie magnitude of the 
aggregate employer rV||^onsc to TJTC. 

Econometric EsXlipatest of Impact on Total EmployaenC 

To date there h^^been only one attempt ^t an econometric evaluation of 
the Impact of TJTC Q^Jthe^ employment levels of participating firms. - Ttie time 
period examined by this study was the very beginning of the program July 1979 
through December 1^79. Separate models predicting employment 'growth wore 
estimated for different size establlsliments. TJTC had no Impact on establish- 
mcnts with fewer than twenty employees but a large and significant^ Impact on 
establishments wlth'twetity-one to one hundred employees and an Important , 
through not statistically significant Impact On establishments with mote than 
a iJSlnd red employees. Since most employment Is In large establlshraents , the 
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overagft (using employment eharco as vel^^bts) Increase In enployment per 
subsiclizcd worker was <3 (Blahop an<l, Montgomery 1,96A). 

Relative Pjpdlictlvlty of TJTC Kllglblep i 

The^^S^rposo of targeted employment subsidy programs Is to Induce firms to 
(1) hire dlBadvantnged workers for Jobs that would otherwise have been filled 
by better qualified workers and (2) provide the extra training that these 
workers rcqulra to eventually' reach the productivity standar:d of the other 
workers in the firm. If the program Is achieving this purpose we would ejcpoct 
that when one tompsrcs subsl(Mred and unsubsidised workers holding the same 
Job (or controlling on the characteristics of the Job and thQ firm) that sub- 
sidized workers would have pobter qredentljElls , WOulc^ be less productive/ and 
would require greater than overage amounts of training - 

Evidence ox\ this issue is available from the '1980 EpPF employer survey, 
the 1982 NCRVl^/Gallup employer survey; and the 1984 NCRVE survey.. In the KOPP 
Biirvey employers wor* asked to describe, a randomly aele.ctcd recent hire for an 
unskilled or semlskllXed Job- If they had alao recently hiretj ^ subsidized 
worker they were asked to give a similar description of that Indivlcjual an?! 
the' Job that the subsidised individual filled, ^fultivariat^ mpdels predicting 
the credentials and productivity of these new hires found that ev6n when char^ 
ncteristics xyf the Job and th^ firm were conttoliled subsidized new hires had 
less previous experience, less education, were less productive both initially 
and later at the time of the Interview, and were tpore likely to quit or be 
dismissed, CEtA-OJT. workers received considerable extra training. TJTC and 
WIN workers did not* 

Similar models run In the 1982 survey found that when the new hire was 
known to be eligible for subsidy when hired that product;ivlty wad A to 12 
'percent lower during the first two weeks, 2 to 6 ptircent lower during the next 
ten weeks, and A to 5 percent lower at the time of the interview. Depending 
on the model one prefers training was ^0 to 13 percent higher • ^ 

In the 1984 NCRVE. survey of TJTC user^ employers were asked "Compared to 
other employees witli the same amount of tenure in the 'same or very similar Job 
was/were the tax credit Workers more or less productive?" The answers obtMn- 
ed were," the saojc"— 55 percent, "more"— 10 percent > and "less* --35 percent. - 
When all these answers are averaged together the TJTC workers wer6 about 7 
percent less productive than noh-TJTC worWers* Probably more significant were 
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were the reported differences In txirnover. The quit rate wa6 reported to be 
41 percent for TJTC workers and 21 percent for others. The dlsralssaX rate was 
reported to bo 13 percent for TJTC workers compared to 8 percent*fOr ot?;er8. 
(Hollenbeck, 1984b.) We conclude from this evidence that TJTC la having the 
desired .effect of Inducing some flrms^ to lower their hiring standards. The 
effect Is very small, however. If the TJTC workers hired are turning out to 
be only 7 percent leas productive than other workers, the 50 percent subsidy 
rate would seem to be too high* 

Reconnnendgtions for Changes >n the Strug ture of TJTC 
The evldfcnce on tbe^^cQst effectiveness of TJTC is Tiiixed. Much can be 
done in the area of administration to improve participation rates but, most of 
the incremental changes in the legislated structure of TJTC that would r^is^ 
participation rates would decrease cost effectiveness. The cost effectiveness 
of TJTC can be defined ^as the tax Subsidy cost of creating one full-time 
equivalent Job. The need to reduce th^ federal deficit:* iraplies that araendr 
mcnts to TJTC slK>uld concentrate on improving Its cost effectiveness. Ixiwer- 
ing the rate of subsidy lovers cost and since the proportion of .all certifica- 
tions 'that represe^nts a net addition to the'number of jobs is not likely to 
decline proportionately with the declln<y in the subsidy, the cost effective- 
ness of the program will Increase, Th'e following Ameftdraents are recommended. 



o The rate of the subsidy in the first year should be reduced to 
25 percent* The rate of subsidy in the 2nd year should be main- 
tained at 25 percent to encourage retention of TJTC eligibles. 

o The 50 percent subsidy rate would bd maintained only for the 
disabled W)d ex-cor^icts. 

o The summer student tax credit should be reduced to 50 percent . 

o Consideration should be given to including up to $5,000 of 
training costs other than the time of the TJTC eligible in the 
subsidy \>ase. To obtain the extra subsidy the firm would have 
' to certify the, skills Caught were generally useful and the 

trainee would have to receive a certificate describing the skills 
learned . 

A number of changes in hoWeligibillty, is defined are also desirable. 

o Consideration should be (^iven to substituting a low Income un- 
employed senior citizen (over age 60 or 65> eligibility category 
for the SSI eligibility category. Older people »re particularly 
sensitive to the etigma of being on welfare. This' is part of 
- ' the reason why only 3,115 vouchers and 1 ,25A certifications were 
is8Uj])d in the SSI category in FY1983. Having a loV income is' 
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wot nourly as «tJigm#tlxiiig bq euch ob«ng<5 might Increaao utili- 
sation amongst tb<t current SSI populatlong as yell as extending 
coverage of other deocrvlrtg inclijlvlduals * , 

o Copslder^ition should be glvea to substituting a l^w income un- 

eopXoyed adult (over age 25) eligibility category for the AFDC» 
- General Assistance SSI, E;K-^convict and Vietn^n Veteran clibibl,!'- 

Ity categories. The stigma Attached to being ftotn a lov iticQme^ 
• family is less than tbat of beltrg on welfare so tg[ie programs > 

popularity witb employers might increase. lUls cbange might . 

produce a significant Increase in vitllti^atlon at»4 therefore in 

costs. 

If a complete restructurii\g Is feasible, cOiisideratlon should be given to 
paying the TJTC to the individual on the basis of the tiuaber of hours vorVed - 
rather than paying the employer* the employer need not know ^nd the stigma 
problem vouW'not arise. This type o| a program was tried experimentally and 
has been' shown to greatly increase the employment of raMoraly assigned youth 
(Friedman and term an . 1983; Rivera-Casale, et al , 1982V 



Recocgnendatlpnfe fQr Changes thfe AdminlBtration of TJTC 
participation in TJTC could be considerably increased if it were promoted 



more vigorously;^ If firms are approach© I in person it should be possible to 
persuade between 25 and 33 percent ^of tV >8e approached to participate • To 
this end it is recommended thatr * 

o Vocational RehabiliWtlon Agencies, WIN agencies and JTPA agencies 
eho'uld be irapowered tVcertify eligibility. 

o Outreach must be increased and targeted on firms which might Oiire 
large numbers of TJTC fellgibles. Administering agencies ^hould 
also target firms that provide training and offer career ladder 
opportunities. ^ * 

Q Employment Service office^ should receive incentive payments when 
they certify a TJTC eligible^. 

o Income eligibility of Job seekers should be detl^tmlned at the time 
of vouchering and not redetermined at the time of certif ication. 
Local agencies should be required tp obtain verification of in- 
come reports. It is essential that the integjrlty of the eligi- 
bility determination process be maintained, . 

\ o Welfare recipients wKo have been vouchared should be discouraged 

from Ih'itiatlng a diacussion of their Eligibility with prospective 
employer but if asked should present th^ employer with the Voucher, 
o Local agencies should be discouri^ed from expending resources oii 
vouchering when a referral has not been arranged. Instead they 
should focus on selling the program to firms and asking these firms 
whether they would like TJTC ejigibles to be referred to them. 
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o^Kaipl,Qy«ri MUit: t)« iiLCpn^f^ |>y Ippal a^ei\Qi«a iss to which oJLlgjLbii^lty 
category th* indjlviduall Ial ift* !Bx-coiifi make up b^ly 5 percent . of . all 
TJTC voucher©, tt li» importi|nt that peoples In other eligibility 
categories be frep of the atlgma of being thought to poaslbly an 

ex-convlct? " ' ' . / 

o Application for yJXp certification should 71 e toiide no l,ai;<5r than a day 
kfter begininlng vpxV^ ^ . ' ^ 

o Docuaentatioh of ellg^ll»llity shoiild )>e 'prAs^nttd to ttte employment 
beryice no later than 15 4ay8 aJft^r a irequeat for c«rtlf Ication 4.8 
made* Thia provision is* design«^ to dl'cog^age. employars from requ\^Bt- 
ing cettif icatlons for 'evtettybody blV'^d regardleiis of whether thi*re is 
any priojr ln<^ication of possible eligibility* 

'•■ ■ 

.J ^ . 1, _ . . • ... 

Koo-'targated Su)i? si4ias^ the Contrast 

.1 . ..'■i.i.Tt. .V*.-.. : « v., .ru. — -^^.^^...^ . .. . ^ 

There are Important l^saoos tO»'be ileamed' from the U^S- exp^ience with 
«)jBployment tax credit a-^'-the New ^jbs Ta?< Cr^diJ^t^ .the W^N Jigc Credit;, and tho 
Targeted Job^ Ta?c Credit- - There .aire draaatl^j^ contrasts betyeep ta^^ up rates. 
In 197^, fewer than 25^000 firms receivfid a TJTC aiKl fewer 'thap-lO»000 receiv- 
ed a WIN Tax Credit. In 1978, IjlOO^OQ^O fitms/more than 30 percent of all 

the nation's employers artd more than Jialf of the eligible fl)rma .^.Vf^ceived a 

■ Ci . ft ^ V . . ^'^ ■ . -•• 

New jobs Tax Credit (NJTC), a jion ta^rgeted marginal wage ^subsidy designed to* 
subsidize increase in eraploymeirt . A \5P Pieiecent participation rate is 
remarkably high. In contrast, six years after the* introduction of accelerated 
depreciation in 1954 only 21 percent of all pr0prlet<Jrshtp8 and 30 percent of 
all corporations were using an accelerated depteciatton m<Kthod on any compo-^ 
nent of their capital atock (TUre> )967). Only A 7 percent of the eligible, 
investment put in place between 1934 and 19^ was jde.precdated using ac derated 
methods. In the first year of the asset depreciation tange system only 1.4 
percent of all companies and^ only 60 percent of the total dollars* of new In- 
vestment in producers durables took advantage of the shorter life time avail-*- 
able under ADR. Use of the accelerated depreciation range system is ho^ much 
greater. , - 

The NJTC seems to have had major impa^cts upon the economy. , In its two 
years of operation > the NJTC subsidized more than 4 million pejrson years of 
employment. All three stutHes'of Ney Jpl)S Tax Credit have f^und that it ;It<- 
creased employment. The NFIB study (McKevitt^ 1978) estlm^ites 300,000 extra 
Jobs by the summer of 1978, the Perloff an^ Wachter study (1980) 70O,OO0 jobi 
in 1977 and the Bishop study estimates 1-50^^000 to 670,000 Jobs by siiamer of 
1978 in constgruction and diatrlb.ution alone. Bishop's study (1981) found that 



teducttons in the tiargin betveen tatlitl and ipaiOuf^pturerB vbo^eaalft prlQAS 

The les9pn of our recent experience with eaploynnent ^ub^iilies Is that £ 
mbuldy of private pector eaplbyiaent: V113> reacb i »\:»le jtnd cogt efficiency 
iufficjent to agke f reaX^exxt: jn n^ryigtmral Mffiewployiient , Qnly ifi 
I* 1STaployer» are m\fX^ to^lmpiy fceytlfy their lyn eXlgl^illty '' ^ 

2, J The behayiprgj. reaponge dealred of eaployerW ia obyjloua ayid sjaple fpy t^em 

. ■ ^i^pXeaent > /"^ - , ; _ ■ >.■• - - ■ - ■■ ^^-^.^ ■ . - ; 

3* All or almoat all enpXpyeya arc f Hgibli^ (p|:betyiae the reaijijtt a 

rediatril)utiQh ^ who fippjoyj vho) . rV - ^ 4 ^ 

■ ' ■ ' ' 'J-' , ■ 

4. fargetjnB 1« /essential but it ia'iBpre important, to ijnclMde all york^rg Ih 
need ofit^|^elp tO! exclude Wbtkers that "donrt 'nec<^ fehe hqlp « ' ~~ 

5. The target group ia defined by a non-atigiaatifcing criteria that ia vletble 
to the jmpl^yer <a chgraciteriV rate le bette^ thatT 
characterlaticB of the yprket') ^' ^ . ; ~ ~ 

6. It is marginal—paid for increasea in eaploynant above a threahbld Xjk^ 

>jjiTc. "■ - ; ■ ^ ■ -i ; ^ 

(0 
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■ OTHER OPTIONS TO. BK CONSIDERED 

This B^cirion of the paper presejrits a^^c^crlptlon AtA analydle of foui^ 
other employment training subsidy Bchemeo* - ^ ^ 

' A. A Subsidy pf ^i^craasea In EapIoyrnQnt *^ 

Policies that can achieve the twin objectives of stimulating employment 

while simultaneously ^reducing Inflatiop must have the effect of slg^ljH^Gftntly 

lowering the marginal costs pf the firm's expansion and malntilnlng this 

reduction In marginal costs for a considerable period of time. In competitive 
* ■ - 

markets y a reduction In macginal costs Is equivalent to an outward , shift ^)f 

the supply curve and this Inevitably results In more real output ^ tnor^ Jobs 

Bwd lower prices. In monopollitlcally competitive markets a reduction 1« 

marginal costs that can be counted on to la^t for a while will" Induce the flrn^ 

^Ko lower Its selling price and Qpnapjete mor6 aggresaiv^fy-^^ Here again the 
result Is more job^ , more output and lower prices • The stimulus to employment 
will, of course, be greatest If the subsidy of marginal costs Is limited to 
employment costs. \' 

If well (dcslgneu, private 6ect6r employment subsidies of "» expansions In 
the employment and training of unskilled and youn^ Workers arc ^n effective 
means of reducing this stagflation problem- A number of studies have come to 
the conclusion that employment can be incrieased and aggregate unemployment^ \ 
decreased by shifting employment demand from skilled labor markets to unskill- 
ed labor markets. Two empirical studies (Bally and Tobln, 1^7 Nichols, 
1980) have found that Ipv unemployment rates In skilled labor markets have a - 
much more powerful influence on aggregate wage Inflation than unemployment 
rates in unskilled labor markets. When analyzed In a general equilibrium 
framework, It has been found that because, of the minimum wage, transfeZ-pro- 
^ grams and IMg^ >we elasticities of ^ labor supply by teenagers, women and low 
wage workerA genlrally, a wage subsidy of unskilled labof will increase thelr^' 
employrafent wlHWHit algnlf Icantly reducing ttte employment of skilled workerfl - 

^even if the skilled workers are taxed to provide the subsidy (Bishop, 1979; 
Johnson, 1980^. - 

■ The revenue costs of a significant reduction in the costs of increasing 
employment can be mlhlmlred by setting a threshold (say 19B3*s FUTA tax base. 
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or aggregAtG hours worked by all employed in the firo) and aubsidizing in- 
creases in that index of empl(?yment. A subsidy of employment above a thresh- 
old is preferred ovec subsidiring new hires because aany firms have turnover 
rates of 50 to 100 percent.. Subsidizing new hirefl quickly results in one's 
subsidizing the firm's entire work force. The use of either the FUTA tax base 
(as was done with the NJTC) ox hoyrs worked as the basis^ for subsidy would 
concentrate the subsidy on tl|e lowest-skill jobs-'-exactly the segment ^ the 
labor market where labor "Surpluses are greatest. Such a foqus Is desirable 
because a general expansion of thfi economy vlll quickly prpdMce shortages in 
certain skilled occupations and the cowpetitlve bidding for the liptt'ed nunr - 
ber of people with needed skills that will r<9sult ylll yekindle Inflation , 
The subsidy could be even more strongly focused* on the least .skilled by having 
a provision that reduces the subsidy if the firm's average wage in 198^ ex^ 
ceeds its 1983 wage by more thai^ some ' standard amount (say 5Z). Such a pro-^ , <> 
vision JMould have the further beneficial «(ffect of putting direct downward 
pressure on wage inflation-^ Our experience with the NJTC suggests that a 
marginal Vbge subsidy of that type may promote wage inflation* This tendency 
can be forestalled, however, by reducing the potential* tax credits of a firm 
if its wage increases exceed some yagc Increase standard. Such a subsidy can 
be very simple to administer- To calculate its subsidy , the flrn woiild need 
four numbers: total wage bill this year and in the base year and total hours 
worked this year and in the base year. 

How such a scheme would work is most easily understood by examining a 
specific proposal. (The specific parameters of this proposal are illustra- 
tive.) Firms and nonprofit entities would' receive a tax credit against Social 
Security taxes of $1.00 per hour for every hour by which total hours worked 
(including those worked by salaried managetient) at the fira in 1985 exceed 
total hours worked in 1984.^ A tax credit would also be provlded'^in 1986 
for Increases in total hours worked over the higher of 1985 or 198A's hours 
^ worked. In 1987, the tax credit would be for Increases in total hours worked 
over the^ highest of 1986, 1985, or 1984 hours worked. The tax predlt Vould be 
reduced if the firm's average wage (calculated by dlvitflng total Compensation ^ 
by total hours worked) in 1985 was more than 5 percent greater than its 1984 
wage. The threshold for the wage increase "take back" might be 10 percent in 
1986 and 15 percent In 1987. 
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A general formula for th« tax credit is , 

subject to the corratralnt t^at TC >^ 0 and \^(tfi^-\{Wo)Hij. X 0 . . 

where H^^- hours worked by people In the 1^*^ Job during tl«e period t 
H^^- growth o^employewnt In Jthe 1^^ Job above the thre'shold 

* hourly wage rate of the 1^^ Job In time period t yj 
Vo * the firm's average wage l,tt the base period 

8 - houtly tax credit * ^ V ^ 

g - wage growth atandard, g > 1 - 

u - take back rate 

. An Increase In the wage rate Is taxed at the rate u, Th.l8 discourages wage 
Increases above the staadjird. An expansion of hours that leaves the 'composi- 
tion of employment uncbnnged Is. sub8ldl:;ed at the^ rate of s dollars pet hour. 
Where expansions are not proportional and the firm Is In t;he take back region, 
the tax benefit depends upon the wage rate of the Jobs that are expanded: 

If, for Instance, s - $1 per hour, u * .1, and gWo * $8-00 an hour, offering 
an additional Job paying $4,00 an hour would generate a tax credit of $1.40 
per hour, expanding a Job paying $12.00 would generate a credit of $.60 an 
hour, and expanding a Job paying $18*00 an hour would generate no credit. 

This type of a marginal employment subsidy has a number of attractive 
features: f 

1. Firms are encouraged to Increase employment by hiring Inexperienced 
workers and training them rather than by ' Increasing overtime work or 
bidding experienced workers away from other firms by raising wages. 

2. Within each firm It tends to target t:he employment stimulus on the 
least skilled workers. (This occurs because hiring extr.a low wage 
workers lowers the average wage of the firm, and this helps the firm 
meet the 6 percent wage Increase standard «) the Increase In demand at 
the unB\llled end of the labor market ahoul'd produce large reductions 
In the unemployment of youth and the dlsi^dvantaged. , * 

3. Targeting on less skilled workers Is accomplished without giving* low 
wage firms a proportionately larger subsidy. 
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A. firm* are encouraged to slow the rittc at ^vhlch they Incrcaae wag6 
^atea, 

5. Both ■arglnal and average coata of production are reduped, vhlle 

simultaneously , vage increases ^bove the standard are -taxed* Penalty 
tax incentive baeed Income policies (TIP*s) in contrast » have the 
disadvantage oi^ raising ■arginal and average costa^ and therefore » 
prices of fir«s that violate the wage atandard (Seldman 1978 and 
Dildine and Stinley 1978). 

, It ia a balanced anti-inflation program. The subdidy component lowers 
price inflation and the wage increaae "'take back" lowers wage inflation. 

B- The Re-enploynent Voucher 

The re- employment voucher proposed in Anendtient #518! to HR 1900 pffeira s 

worker the option of using his entitlement to Federal extended unemployment 

insurauQQ benefits as a job subsidy rather than as income maintenance. It haa 

some attractive features: 

o The voucher can be used to subsidize any job whether it is at a for profit 
or a not-for-profit organisat^ion and regardleaa of whether the employer ^ 
has^a positive tax liability. 

o It seems to be simple for the employer to administer- ' ^ 

o Worker eligibility is defined by a characteristic (being unemployed for 
six months) that is already known by the employer. Hence if a Job seeker 
advertises his eligibility for the voucher, it should n^t have the effect 
of stigmatizing him/her any mor^ than they already are stigmatized by 
virture of the long-term unemployment. 

o The size of the /voucher payment is related to how long the individual 
works at the new firm. 

o the jo1>~seekers previous employers are ineligible for the voucher — not 
excluding them would have produced an Incentive to lay off workers with 
plans to rehire them six months later. 

o Payments are made to the firm almost inttediately after hiring the worker, 
reducing the "working ^oiipital needed to expand employment. 

It should be noted that most of the long-term unemployed will not be 
eligible for this voucher. Many of the long-term unemployed are not receiving 
HI because prior to their current spell oi unwiployment they worked for too 
short a period of time in covered employment. Only sbout half of all unem- 
ployed workers are currently receiving UI. Others will be, ineligible because 
they will not hear of the program's existence in the one month period they 
have to sign up for it* 
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Since the leglslo tlbn do^d not rcqvilre the job seeker to give vip hl$ UI 
eligibility before finding a 'job^ "tht^te |ire l;wo Wiiys a job seeker can get a 
subsidized job. He/sbelcan get the. job fltrst ^nd then apply for the vovxcher 
Xthls must be done bfefo,re or during, the one tnonth period of eligibility), or ^ 
he/she can apply for the voucher (temporarily glvj[,ng vip tbe pupplornqnt^ry 
UI benefits) in the hop^ of finding a^job, I vould not expect this latter 
mechanism to be very Important, T|]^. reason is that part.lcipa^ioiti requires a 
positive act 'on tbe part of the job seeker In'^ich he or she temporarily 
sacrifices next wedk* s tJl pa;^ent in hopes of quickly getting a job because of 
the subsidy. If the ;Job search with voucher in hand Is unsvidcessf ul , he or 
she can get their s^ip piemen tary Ul benefits later, but since most people un- 
employed ' for six months or more have severe cash flow problems, many will not 
be able to afford a ione or two month period of no Ul benefits, especially when 
the out-of-pocket costs of job search are higher because of the Increased 

■ 7 ' 40^ 

search Intensity.' , . 

A second reaspn for not expecting many eligibles to choose the voucher 
without already haying arranged a Job is that Job seekers seem to be averse to 
announcing to prospective employers that they are pn "srtle'\^ i .e , can be 
obtained cheaper. Thts bas been reported by counselors who deal wlth^XJTC 
elig-ibles. It may be for a good reason, because two expe^ments in which TJTC 
eligibles vex^c taught to use their eligibility for TJTC as a seiyn^ point In 
their Job search (one in Dayton, Ohio, the other in Wiscohsln) have found thet 
TJTC eligibles randomly assigned to be trained to men^on the TJTC were less 
likely to find job then other TJTC eligible^. The reason tjf^t advertising 
one*s TJTC eligibility seems to have this effect is that announcing one's 
eligibility tells the prospective erapl6yer some^^-hing--;^! am a welfare recipi- 
ent, from a low, income family, or an ex-con^ etc* — that in most cases the 
employer did ijot know bc^pre and that stigmatises tbe job seeker. Presumably, 
the vouchor fAr bcin^ unemployed long enough to receive supplementary Ul will 
not have the jbarae effect, but one cannot be sure,' 

If participation Is to reach a reasonable level, it will require initia- 
tive on the part of the employer or a labor market intermediary'. One can 
envision'an employer putting Jn a job order at the Employment Service (ES) , "I 
have X jobs for people who have recently become eligible for t^ederal supple- 
mentary payments. They do not havc^ to have chosen the voucher yet» only be 



7^ \' 



133 



129 



eligible to choose the voucher" • If the ES coopc rates Vlth such requests, the 
firm's costs of finding eligible workers will be low. The firm ^:an offer the 
Job to the ell^-lble job applicant it feels Is moat qualified on the condition 
that the person apply for the voucher^ • . j ' - J . 

An alternative mechanism that does. not require the firm to request r^er- 
rals from the ES (70 percent of firms wlthv, vacancies do not ask. for referrals 
from the ES) would he for It to screqn Job .applications searching for people 
who have been out of work the required amount of time (b.g.» 5 to 7 months), 
and then ask those who seem to be eligible for the voucher wh^n their regular 
Ul will be oi" was exhausted, Th6 firm would select from amongst the ellglblea 
and offer the Job on the -condition that the applicant ^pply fot; the vouCih^r-,. 
If an attractive Job candidate is not yet but soon will be eligible, It would 
seem likely' that the applicant Vlll he t(\1.d to return vlien he/she la A]tlgl\>lo» 
If this candidate is pattttulnrly well qualified and the firm does nit expect 
future Openings, the voucher nvlght cause a firm to postpone fllllnfe a Vacancy 
until the not yet^ ^^llglble job applicant becomes eligible. 

The example Just dlsciusded lllostrntes one of »the probleTa$ that ?irlgc 

from targeting a benefit on people unemployed for a par^lcui-a^^ period of time. 

Even if the voucher does not cause a firm to hold particular job open while 

) 

waiting for the preferred candidate to become eligible, its main effect will . 
be to change who is hired, not increnso total employment. Senator Qu&yle 
acknowledges that "the amendment will not overcome Ipw demand for workers, but 
It will target employment to the ^long-term un^ployed". JThe designers of the 
voucher scheme have set their sights too low, Die objective should be In- 
creasing total employment and reducing unemployment without rekindling infla- 
tion, not Just redistributing the pain of unemployment. Any governmental 
intervention In the labor market Involves some cost and gome distortions. If 
one must incur these costs, they need to be justified by benefits to one job 
seeker that are not offset by" losses to other job seekers. 

C- Marginal Training Subsidy ^ 

A marginal training subsidy (MTS) would off^r a partial subsidy of train-- 

Ipg expenditures above a threshold level. The rate of gubsldy or tax credit 

/would be set somewhere between 10 and 30 percent. vThe training costs that 

wou^ld be eligible for subsidy would incl\ide payment* to Industry training 

✓ ■ 
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fundfl, tuition relabureeraente* for Job rfslated training, contx'lbutlons of mate- 
rials or staff time to vocational/technical Institutions , tho budgeted costs 
of the firm's formal training of new and continuing enployecs^ and cer(f;aln of 
the costfl of Infomal. training of new and upgraded employees,^ Partici- 
pating companies with more than .100 ejnployeoo would be roqulrod to have a 
training advisory cocnmltteG that contains worker representation. 

While the mcasurewent of the Costs pf Informal training Is difficult. It 
must be attempted If choices between formal and Informal training arc not to 
be distorted.^ The subsldltable costs of Infomal training wbuld be limited 
to trainee time and trainer time during the first year of employment ^or during 
the first 3 months before or after a'major promotion and change In Job respoi^ 
slbllity. If the training Is formal, certain additional expejises — books and 
materials^ rental on teaching machines snd equipment or office space (j|edicated 
entirely to training, and payments to training vendors — would be eligible for 
subsidy. Form^jL training would be subsidizable regardless of length of tenure 
snd whether the workef' is receiving a promotion. ' At the conclusion of the 
training program or the firm's fiscal year > the employer would be required po 
award each trainee a certificate describing the number of hours of formal or 
Informal training provided/ at tended , skills taught and where ;Bppropriate , the 
competence achieved. 

The threshold which must be exceeded before a subsidy or tax credit would 
be paid would be eqnsl to 10 percent of the firm or establishments wage pn)-^ 
mcnts to employees with less bhan one year of tenure at the firm plus 1.5 per- 
cent of wage payments to all otber employees. \The threshold Is higher for 
firms with many new employees because (a) new ttnployoes tend to receive more 
training than contin'ulng employees and (fr^ the/costs of informal training*, are 
subsidizable only during the first year on the Job and for a short period 
before and after a promotion- » « 

A subsl^ly abo>^ a threshold has some Important advantages over an obliga- 
tion to spend a minimum amount on training; . v i- 



o Firms that arc big trainers (and therefore probably efficient trainers) of 
skilled workers would always face an Incentive to expand their training. 
• , • . 

o In France where an obligation to ppend n minimum amount on training la Irt 
operation J the great majority of French employees work at firtas whioh ex- 
ceed their obligation to spend on tralnl^ig so at thcK margin, there Is no 
ptubllc^^ncoura^ement of addltloniil training for the- majority of Frpnch 
workers. A subsidy above a threshold avoids thl&- problem." 
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o Paperwork 1 4 r«duoiid b«cauift t^ost flme^^OMld not apply for a subaidy In 
moat yttars« Year-to-year yflrlat;loi\p In training oxpendlt;ure8 arc likely 
to be large at small firms. Such firms would «o6t likely spend above the 
threshold only In years In which there Is a major expansion of envployraent 
or t^ ln8t;al^latlo)rt of new 6<j[vilprnent. . 

o Employers who feel the administrative burdens of the subsidy are too high, 
are frc^'not tp participate. 

All employers — profit making, non-profit and governmental — should be eligible 

for the marginal training subsidy If their training expendltvires exceqd the 

threshold dofln^<l for their organlratlon.^^ In prd^r for Incehtlve effects 

to be maximizes, <tmployera must feel they are assured o larger^ subsidy payment 

If they Increase their firm's trai^nlng l,nve8tment» Together these two conald- 

eratlons #mply that the' HrS should be adralnlst^ered ' either as a snli^ldy entl'- 

tlement, as a tax credit against a broad based %ay^ on t'iie firm's wage bill 

like FUTA or social security, pr a t,ax credit i^i^st Income taxes that can be 

sold to other firms. The MTS would be financed either out of general rcr- 

vexiue or a special training tax .on the wage bill of all eniployers. In order 

to give firms time to set np the accounting procedures to record training ejc- 

pendltures, It wovild be' phased in at Xeast a year after he leglt^latlon Is 

passed: « ^ 

The MTS has a number of Important advantages: 

o The social benefits of on-tho-^job training are probably just as large 
as tlfe social benefits of occupatlonally B^>eclflc training provided by 
school's- The MTS would create an Incentive for, flrmp i^nd workers to 
generate more of such benefits and would reduce currently prevailing 
distortions of 'the choice between 'these two modes of providing 
occupational ly specific training. 

o Since the employer pays 67 to 90 percent of the cost of training, there 
la always an incentive tc^do'the training in the most efficient manner 
possible. * * 

o Choice of wtiich jobs to train for and how to dp the training is made 
by the employer not by an educator, a government bureaqcrat or by the 
trainee^ The employer is the person beet able J:o project the firm's 
future need for skilled workers and to select the best method of train- 
ing for tliosc skills. 

. o The inclusion of the coiits of^lnformal training, in the def initi6||^f 

subaldizable training expenses la fair to limall business and avoids 
, distorting ch^^ces between formal and informal training* 

o Willie the MTS Is not directly targeted oW the unemployed dislocated 
worker,. It will reduce unemployment nevertheless, and would do so more 
efficiently than a targeted prO)atram like an ITA or the reemployment ^ 
voucher. The MTS reduces unemployment in two ways: 
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It erfqouragei fiv^p to hire fn<il .train new workers ; ancj to retrain 
rather than lay-off worker* yJiose 'skliLIs yere becoming obsolete. 

It encourages the firm to e^spand) the flu.pply of akiUcd workers rather 
than engaging In a bidding war , for the limited supply of already 
trained workers thus produt^lng an acceleration of Inflation^ 

o The MTS should dlscoMrage turnover* A flrn^ vlt;h High rates of turnover 
will have a higher threshold and will as a reault receive a smaller suh- 

sldy payment . ' 

• - V 

The MTS has as Its objective expansion and Intensification of on-the;-joh 
training. Only two small reforms of current practice are proposed— training 
advisory committees at firms with more than 100 employees and providing the 
trainee a certificate describing the training that has been received. All . 
the really Important declslons-^who Is to be trained, what Is to be taught^ 
and how It Is t6 be taught— are made by the employer and the worker (the work- 
ers Influence these decisions through representation on the training commit- , 
tpe, by blading for jobs that require training, by selecting an Employer Vho^ 
provides the desired training, and the commitment that Is given to learning 
the material that Is presented) < ' . 

Employers and workers probably Invest nearly $100 billion of time and 
resources In formal and Infonoal on-the-job training each year. Consequently, 
covering all employers and all kinds of training Inevitably means costs can be 
kept down only If the subsidy rate Is set rather low, the definition of subsl- 
dlzable expenditure is restrictive and the threshold Is set rather high. 

D. A Critical Skills Training Incentive 

\ V 

An alternative approach to promoting mote private Investment In on-the- 
job training Is to target certain critical occupations that are experiencing 
severe shortages. ^A ^subsidy would be offered for training newly hired and/or 
transferred employorif In a few aelected occupations. 

Selecting Skills for Which to Provide Training Incentive . 

t^cglslatlon would restrict the subsidy to a limited number of Industries 
that currently cxpor,t a major share of their output ^ Or are service firms that 
provide specialized high tech acrvfces.^^ To he eligible for a training 
subsidy, an occupation/ skill would have to involve^consldetable Initial 
on- the- job- training, be required at many firms, and be In shortag^. The 
determination of whether an occupation Is In shortage would be based on 
current data on changes In relative wage rates » changes In vacancy rat^s or 



nevspaper ^vertlilng If ^vullable^ an4 on rec«nt a(td jp^Qjected growth of 
demand for the skill Thfe Department pf TJtbor Vould be given a fixed 
budget and eapowered to select a Halted number of eklHed Jobe for vhlch 
training subsidies would be available. 

Once ^n' occupation had been selc^ctet) a$»a potential 'candidate for ' subsidy 
the Secretary of Labor would appoint an Industry/ l^bor cofsmlttee to taaVe^re- 
commendations regarding the definition of the critical ipklll, the competencies 
that a ttalnM Individual Would be expected to have^ 9nd possible nech;9nlsms 
tp Insure that ^ub^ldlted ti:ainees achieve these standards. The Department of 
Labor would dP a snail ^yrv^y of tl>e coHtV of training and the length of the 
t^alnln^ period that would aerve aa basics for c^lcylatlons for median trail)- 
ing co9t.^5 xhc» Secretary of LaVor wpuld he empowered to make competency 
certification (under the iiusplces of ^a n^ultl-epiployer or union umbrella or-, 
ganlzatlon) .« part of the mechanism for dj^^iolitg eligibility for a critical 
sklllfi . training subsidy . . ^ . 

Adalnlstratlpn of th# Training lncent;ive 

Application for a subsidy of ,a particular tralriee must be raade within one 
week of the start of the training (within one weok of the date of beginning 
work In the case of a mew hlre).*^ The requirement of immediate application 
for the training subsidy has three purposes! (1) by forcing the firm to be 
aware of the subsidy when It begins the ti^alnlnjE, It maximizes the subsidy's 
Incentive, effect .and reduces retroactiyit;y> (2) It all6v« |Dpt to cor^tlnuously 
monitor the number of ^trainees ^its program has jBtlSMlated^ and to project 
future cpstB and^he fullflllment of Its goals > (3) for tl^'flra! i\ locks In 
the terns and conditions of subsidy that prevailed at the date training was 
commerTiced. If DOL determines t]>at mote (^less) training is being undertaken , 
than. needed or was budge'ted. It has the right without advance notice to re- 
strict (liberalise) the definition of, s.ubisidleiible^bbs/BkUla , lover (raise) 
the training cost allowance or end that occupation's eligibility. Changes In 
rules would apply to all tralplng programs begun one yeek or more after the 
announcement of the change k ^ ' 

There woiild .be no limit -to the number of trainees for which an employer 
could be subsidised^ and the firm ypuld not have to obtain tdvance agreement^ 
from DOL as to this number. The employer would onl^y have, to certify (l) that 
the training provided resul'ts In the worker* s attaining the critical skill , 
and (2) that the trainees did hot have that skill prior to tbe training. ' This 




ccrtlfloatlOtn wouXj hm •udlt*^! oa « T*ndo<i b#fl«,^^ Wor\^^r« >*o co«pX«te 
training vould be awarded a cijirtlf Icatf at|5^«tlng to tbt.aklllf they have ^ 
achieved, Thi; akllla taught by the training program would be doac^lbed in 
detail either on thc^ baqk of the certlfjLp^ite ^pr on in attacha^ot. 

The adnilnla;:raeion of thl# Critical SklUa Tralgilirig Increntlve^a been 
deacrlbed In copalderable detail t^r seve|ra;|, ireaaP^^^I 

o the popiaarlt7.iair..thn-PP»grf# yltb eaplpyera i^ll, depend upon ]ipw <i«ay It 

ia for them to admlnii|tar '%t^^ ' ' ' , ■ 
o the power of the Xncentlvea it: producea tba coat of the program may 
depend upon aeeriiliiigXy minor admlhiatrative matteta (auch aa when 
application for aubaldy^ua^ b# nade) 

o the primary concern about prppo(^aX<* fMch aa tjvla la 'whether they <ian be 
-.a(i;ainlateredy »o there need^^to be a denonatration of the feaftAbillty of 
^he program. ^ ^ 
The plan deabrlbed haa a tiumbet Of iattrattlve featureaj - . 

* It 18 Xlmit^ la acope to occupationa In critlclil ahortage. 

* Great flexibility la given ^o program »dmlniati:altPrt« . CTbia ia 
eaaential becauaa the Vety concept of the program la new becauae ^ 
it muet quickly reapond to t;he changing needa of-the e<;oijoay.) 

* Wqi^KfTs who i^jfcipXete training arc awarded ceirtificat^bat de^icribes 
the sVil^^hc^y *haye gained, 

* The firm alwaya f acea a marginal Incentive to axpand ita training 
of targeted akills. (It doea not have to get prior agreement from 
DOL about how many .people to train an administrative ha^ael that , would 
be a major barrier to participation.) 

* The fino la given. an IncHntive to retain the workers it trains. 

* Despite tM. almost 'entltlem^* nature of the training aubaidy, its 
totW coat ia capped by the monitoring of usage and DOL* a ability to 
lower subsidy amounts and tighten eligibility. 

* A sunset provision a^tolBatically ends a skill'b eXigibllity for 
subsidy. , ■ • 

* Cost could be further' reduced by requiring that firms already employ- 
ing people in the targeted akilled occupations ex<ieed^a jjiven level 
of trainii^ before beii^ eligible for subsidy. It could be assumed 
that' in the normal couMe of <rventp Such firms would have to replace 
10 percent oi their stock of wotketa with the targeted skilla anyway. 
The aubsidy coulfJ be paid for trainees above thia tbreahoXd. 

* It coopXements the' Subsidy of Incresfes in Employment described in the 
first section. . * 

* The firms adminiatrative costs are kept low* The firm doea not have 
to calculate and report how ioiuch it la apending on training. 

* Eligibility for aubsidy Is a function of an output— the number of ^ 
J people trainesd for certain apecific Joba— not a meaaure of input. 

This creates a atrong Incentive to be aa efficient as poasible in 
doing the training. 
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The Crltlcal'^ SkUXt Italn^ng Ittc«ntiye «ome laportant drawbacks, hov- 

i — . . . _ % 

ever. Itp tucceo* dapendt uj>on tHa vlfdon piv^ tlQeXlneaa of the ael^ction of 
ak^ls for which tralnli^ guljiildy li provided, Exper^lence vlth federally 
funded graduate fellowiihlpa phoul,d remind ua hoy dl£|lcul.t %t !• fqr govern- 
ment to forecaat future demand for • apecif l<^ akill and Implement declelpns to 
extend or withdraw training aubsldlea In a tlmel,y maQixer. Gxradua^c fellow^ 
ahlps ware originally targeted on '^ few a^iortage fields thought to be critical 
to national defenae. However, Qttier fields campi^lgned to be Included and new 
prograiiB were atarted until almoat every field pf atud>i was Included In at 
leaat one agency' 8 fellQwehlp program. The number of fellowehlps expanded even 
after the shortages of PhD hoXderl that gave rlac to the t)rogram« wore re- 
placed by svrpluees- The CSTJ has features — the sun^^et provialon, great 
adnlnlstratlve flexibility and a fixed budget — that are Intended to prevent a 
recurrence of the poor timing t^^t cbairacterlred the graduate fellowahlpe 
programs^ There la alwaya the possibility, however, that the projections of 
future demand will be wroi^ or that politics wlXl result In the wrong occupa- 
tions being ''selected and that the selective nature of the training Incentive / 
would Increase rather than decrease market distortions. 
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Th« Research Dlvlflon of the Matlppal .Cisnter haa at ;|[rant. frpn the D^part-^ 
mer\c of Health an4 Huziao SeryjK!!e8 to ^oViduct a more ^ in ten •lye analysis of 
^.the TJTC quer^ona In the NCRVE eaployfir Burvey th&Ki lijpa be,0i) done ao 
*f«r« I would like to thanV HHS for the^^r fuc^port, X^lf vorli haa prOly 
Just l^egun and i^, not at a ata^e wbeife X Q^n )ce|f>Qrt on It. Consequently 
todays testimony Is a synthesiii of whAt hfo b««in learned froq part 
analyses of these atid other data, on TJTC and other publjia^ted studies. 

The cortgresslonal budget off Ic^^has estimated tb«t there were 5 mil 11^ ^ 
disadvantaged youth In March Xn tX there were 259,309 cer^l- 

flcatlons In this categoi;y'. 

What Is important, for the cost effectiveness 'pf the "prpgram Is how the 
e^lstience of the prO^^riKm and^ resultln^^experit^jO^ces with eljl^lble 'wprkers 
change employer perceptions of ^he productivity of .<^llgible workers. If 
the very fact ttiat government has chonen to subsidize the hiring ofjp-i 
particular group causes employers to anticipate even 'lover output i^foa 
the group, -the program will inot be cost effective- Xfi on the other 
hand, participating teplOyers discover that )Bliblbles are better than w 
they prevlpualy thought, the program vtll be very cost effective* Since 
employers are repotting that the TJTQ ellglhles the^ hlx^e «re oAly 
slightly less productive than other workets In the same Job and some , 
employers are rapidly 'expanding tWlr hiring of TJ^ ellglbles, the tax 
credit may be having the desired effect o^ raising some employer Opinions 
of the productivity p^ disadvantaged workers. 

In a demonstration prpgram In ^ Pond du LacS, Wisconsin , .job developers for a 
short term try out and train employment subsidy found that A Of every 10 
r firms contacted agreed to participate* (?ubHt/prlvate Ventures, 1983- 
p. 28.) 

The primary purpose of. the subsidy of increases in employment is to Induce 
Increases In output and thereby correct the distortions produced by the 
prevalence of monopolistic competltlp^ (Price > marginal cost) In ou^ 
economy* Its marginal character is .not new* investment tax credits' and 
liberalizations of depreciation tules that fre not retroactively avail- 
able to already Installed capital equipment have had the effect of lower- 
ing the long run marginal cost of ma^y pro^uc^ts below the prices that 
prevailed at the time of the tax change. ; 

To Insure, tha|: the employer was at .least aware of the tax credit at the 
time employment decisions are being made, preliminary application for it 
would have to be made July 1^ of the calendar year for which subsidy 
is requested . , 

An Important featui^e that Is not specified In the legislation 'Is whether 
If Job search is unsuccessful the auppleaentary UI payments are retro- 
^ active payments for the period Of uneuccessful Job search, or whether 
they are extended eligibility for payment for the weeks of job search 
following* the request for the HI payment. The former Is to bg preferred* 
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To insure that «aly training g«ti ffubaidited/not vacations or motivation- 
al sales meetli\ge» flubs idiEabIa anpenditurea might be defined to exclude 
(I) travel to a remote aite other than the/company' » national or the 
appropriate regional headquarters > (2) housing and food expeasos of more 
t;han $100 a day, (3) coata of training non-amployaes , part time employCfXjs 
workii^ lees than 50 houra a month "or employees for whom more than 50 ' 
percent of compeneation cornea fro« coamiSBionS^ J 4) paymen^ia to apeakers 
or preaonters of a training aeaaion of more than $1000 or $200 par 
contact hour which eyer la hlghar. The costs of developing a tralhlng 
package, or system for use in training ones own staff would be an 
allowable expense* 

9. A trainee would be considered to be engaged In formal or Informal training 
If he Is receiving group Inatr^ictlOn, being ln8l;ructed by a computer, 
reading manuals or Instruction booklets watching othere do the work or 
belng^ahown the work. A traixiet,' supervisor or coworkera time would be 
consldarcd to be engaged In a training activity only If lOOX of the 
* tralnere attention Is devoted to the training putpoae* If any output 
Is produced during a^ training activity It would have to be given to the 
trainee, discarded or given away. The following teats could be vised 
to define a promotion for purposes of calculating eubsldlzable 
training expenses: there would have to be a new Job tltla, noticeably 
different Job duties and a wage Increase £>f^ least bX above the 
standard seniority or coat of living liulrement and the Individual could 
not tiave hold that particular Job before. In order for new employee 
training to be subsldlzable It would have to^be associated with a wage 
increase by the end of that year off at least 10 percent over and above 
the rise In the cost of living. 

10. To insure that employera who receive an MTS subsidy wiare aware of the 
program at the time it might influence their behavior » it could be re- 
quired that the employees make a preliniuary application before July 1 of 
of the calendar year for which a subsidy Is sought. 

11. If the MTS is a subsidy » subsidy p^tynents would be taxable income. If the 
MTS la a tax credit the firm would haye to reduce ite reported social 
security or FUTA tax payments by the amount of Che tax credit. 

/ ' 

12.. To- the ektent that the accounting rules used to distinguish training 
activities frocQ production activitiea affect the way training is con~ 
^ducted thia la an unfortunate unintended coneequence of the nejeasiCy of 
definii^ a xJollar quantity of training expenditure for each firm. 

13. Examples might be conrniunicationS , machinery, instriiments , chemicals, 
pharmaceuticals, electronics, computer servick and R&D laboratoriies . 

14. For a skill to be eligible, both recent and projected rates of growth 
would have to be high. ' Projections of future growth should be based on a 
methodology that can be updated on a quarterly basis and that uses 
contemporaneoue market signals (such as cUrrent or forward prices of the 
Industry's product, new Orders, current industry sales or employment) to 
project future employment. The methodology nuat be ^capable ef giving 
timely warning of Industry turn arounda like the one that occurred in 
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1981 in oil drlllln{[ und txploratlon, A projection of rapid growth would 
be sufficient on Its own (In the i^baente of high past rates 6f growth), 
only If the evidence Is partl,cul«rly ftr'ong (e.g. Corigresslonal pa«sage > 
of obllgatlonal authority for a Ku^e multl year contract). Where claaa- 
rootn tralnlag at schools or colleges substitutes for OJT, Information on 
the number of graduates of such prbgraas (recent and projected) would 
have to be compared to growth of demand ► 

The survey would not be very costly and would not take long, once a sample 
of employers who have ti^alned such workers was obtained* While visits, to 
establishments by specialized staff would be the preferred mechanism, it 
could be done over Ch6 phone* A telephone Interview approach to measur*- 
ing onrthe-Job training costs for specific Jobs has been develope<jl^ by the 
National Center for Research In Voqation^l Education and Implemented by 
the Gallup Organixatpion at « cost of .l^ss than $75 per interview^ The 
training costs that would be measured by this surveywould include; 

1) payments to outside vendors such as a training Institution, 

2) depreciation on machinery 100 percent devoted to training » 

3) time of specialized training personnel that, is spent in conta<;t with 
the trainee or preparing Idssons,, 

A) time of supervisors or coworker^ 'spent giving formal or informal 

training to the non-worker above a Aj) hour minimum, 
5) time of the trainee that Is spent in a formal or informal training 

activity that Is not directly productive. ' 
The survey would also serve as a basis for developing an operational 
definition of the Job or skj^ll for which tr^iining subsidies would be 
provided, and for the levels of the skills. The results Of the survey 
would be reviewed by DOL staff and the Industry/labor Committee. DOL 
staff would make a formal recommendation to the Secretary which the 
advisory cootmittee couXd endorse or take exception to «is it wished. 
Training costs allowed ip future y^jirs would be index^ed to the economy's 
average hourly wage, so the survey would only need to be done once. 

Systems far competency certification currently exists' in construction, 
telecommunications, banking and a variety of other industries^ In some 
industries atv) occupations, an existing sy8teBi(0) could be adopted "as 
is'' or modified; In other Industries and occupations a new system would 
have to be developed* Since an occupation is eligible for a critical 
skills training subsidy for only a limited period, a Judgement would have 
to be made as to whether the benefits of competency certification would 
Outweigh the inevitable Coata and delays that such a requirement Would 
impose. In addition, in certain fast changing fields codifyiiVg what must 
be learned in this way ^ight QQt be desirable. ^Jhere would be an,^xpec~ 
tation that the organization sponsoring th4 coapetency certification 
would conf^lnue the service after the end of the period of the occupa- 
tion's eligibility for CSTI. Conditioning the CSTI on the existence of 
competency certification would tend to fncourage industry grogps seeking 
designation of one of their Job/skills as a critical skill to create a 
certification process for thst Joh. , . 

The application, form could be quite simple, requiring only the name and 
social secruity number of the trainee, employer ID number, the training 
establishment's name and address, the firti* s name and address, the skill 
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for wblch training 1b being provided, the trainee's wage, and a descrip- 
tion of the Job (Including Its wage) for which he/she le being trained. 

An advance opinion ae to the eligibility of a propoecd training program 
(binding on DOL) would be available Ao employers who request It* The 
calculated amount of subsidy would be paid In equal semiannual Install- 
ments over the training period that has been established for that skill. 
If the worker la employed at the firm for less than the full training 
period, the subsidy payment would be proratloned for the period he/she 
was at the firm. The payments would be taxable Income. Training estab- 
lishments would submit semi-annual bills to DOL fot the subsidy payments 
due to It* The payment would be made to trte training establishment firm) 
because auditing would be carried out at the establishment level, and 
because the payment then shows up In the right place In multi-establish- 
ment firms 'with divisional profit centers. 
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Dr. Bishop. Thank you. 

Given that I have 3 minutes, I am not going to attempt to discuss 
^ all of the results of the research we have done. We have had three 
lai ge-scale surveys of employers; we have talked — through various 
people who did our interviewing for us— with maybe 8,000 or 9,000 
empfovers. 

I will boil it down to some recommendations. 

I think the emphasis should be on increasing the cost effective- 
ness of the program, increasing the program's bang for the buck. 
And with tljat idea in mind, I want to draw from the studies what 
can be drawn in order to make suggestions along thoae lines. 

Studies have found that employer utilization of this program and 
similar programs are not very sensitive to the amount of the subsi- 
dy. It is much more importaM how you administer the program, 
and there is a k>t that needs to be done to improve the administra- 
tion of this program. Many people have already made some sugges- 
tions and I will make some more; but since that is not something 
you carl put into legislation, I think maybe the emphasis in discus- 
sion should b^ on legislative changes in the pjrogram. 

The sfeeond thing we found is that in our interviews ^ith emplov- 
ers, most of the jobs are very low-wage, and they offer very little 
training. ^ 

I think it would be desirable to encourage more training be pro- 
vided on these jobs, and emphasis and some preference be given to 
jobs that involve a lot of training. ^ • 

Consequently, I recommend lowering the rate of subsidy to, let's 
say, 25 or 33 percent instead of 50 percent; keep the cap at $6,000 
on wages, but allow as a subsidizable expense training costs, pay- 
ments to people other than the trainee or the TJTC individual that 
are involved in trailing that individual, and there would be a cap 
of let's say $5,000 on those expenses. 

The purpose would be to give a greater incentive to jobs that in- 
volve a lot of training, and a lesser incentive to jobs that involv^ 
little training. 

The reason for r0ducing the rate of subsidy is. one, it would save 
money. If "you wert^ down to 25 percent, it woula cut the cost of the 
^ program per i>ersoln subsidized in half; and yet, I don't think it 
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would reduce the response to the program by nearly that much. 
Therefore, the cost effectiveness of the program would go up. 

This is justified, also, because we asked employers: '*How produc- 
tive ai^ people who receive TJTCW We asked them to cpmpare 
the TJTC employee that they Ixired to other people in basically the 
same job who were not subsidized TJTC, Some people, I think it 
was (>b percent, ar^ reported to have the same productivity as non- 
subsidjzed employees in the same job. About 10 percent were more 
productive, and 35 or so percent were less productive. When you 
average out the less productive against the more productive, on av- 
erage the TJTC people .were about 7 percent less productive than 
the individuals who did not receive^a TJTC/ 

What that suggests is that it does not require a 50-percent subsi- 
dy, except for possibly a few eligibility categories, such as the dis- 
abled, to induce firms to participate m the program and to make 
use of it. So, consequently, I thjmk some consideration ought to be 
given to both lowering the rate, of subsidy and simultaneously al- 
lowing training costs to be included in the expenses. 

Senator Heinz. A point of clarification. You said that targeted 
jobs tax credit people were less productiA^e. Did you mean at th« 
beginning? At the end? 

Dr. Bishop. Well, the differential was greater at first t]ian it^ was 
later. Our data goes only about a year into emplovment at the 
firm, and so we are not looking at 3 or 4 years down the line. 

Senator Heinz. But you tprovided a number, I thimc 50-percent 
' less productive. Was that at the beginning or at the end of 1 year? 

Dr. Bishop. Well, we h^ve asked questions along these lines three 
different tim^, and we get slightly different answers at different 
points. It is a larger redhction in productivity initially than it is 
later. This 7-percent number is the most recent study we did. In 
another study it was 4 to 12 percent initially, and then it dropped 
/ to 4 to 5 percent at the time of the interview, which would have 
been about a year later. That's on average. 

y^hat most employers are doing is, a lot of them, of course, are 
giving preference to ±he target group, biit they are trying to lopk 
within that target group and pick out people who are just ag pro- 
ductive as they normally would be hiring. And they are dojng their 
J best to get the best person they can. 

- Consequently, I think that a subsidy rate of 50 percent isn t es- 
sential; what is much more important i^h'e administration of the 
program and reducing paperwork costs and 'having the administer- 
ing agencies be more gung ho in proinotingvthfft program. That can 
h^V^ major impacts upon participation. 

For e;xample, the participation rate in States like Alaska, Sbuth 
Dakota, South Carolina, is about four or five times the participa- 
tion rate in States like Texas and^California. And that's not due to 
. 'greater numbers of eligibles in the State, it is due pr^iitiarily to the 
• mode of promotion and administration of the program by the State 
agencies and local agencies whp are l-^ponsible. 

•Senator Heinz. We are going to hear from the State of Maryland 
in a few minutes on their experience. 

Dr. Bishop. Yes; and a lot can be done there. In fact, much of the 
increase that has occurred in the last year is most likely due to the 
pressure that the Department. of L^bor has placed upon the State 
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agencies to promote the program more. And much more can be 
done in the future. ^ 

So the program has a participation problem right now, but the 
solutiO|Ti to that problem is in administration and not through 
trying to make it more generous. 

I think an inclusion of training costs in the eligibility, in the 
base, would be desirable. / , 

A few comments on who should Ke included: I agree with the 
suggestion qf medically determined disability, thougK that needs to 
be done by the Social Security Administration and not by the per- 
son's own selected doctor. 

The other group I woujd suggest that you consider is people who 
are in families who meet the income test for the program and who 
are over age 24, and who are unemployed. That would b^ a large 
eligibility category, so you are talking big bucks most likely, if that 
group were included; but I think an income test is a much better 
requirement than 6 months of unemployment. Simply requiring 
both unemployment and a family incojne below the 70 percent of 
the BLS living Standard would be sufficient to target it on the dis- 
advantaged groups. 

I don't think it is a good idea, to include in-school 16- and 17-year- 
olds or high school dropouts. There again, I thirik you should wait 
until age 18 to be eligible, except during the summer. 

I think I have used up my 3 minutes. 

Senator Heinz, Thank you very much. Dr. Bishop. 

Mr. Robison. 

STATEMENT OF DAVID ROBISON, PARTNER, RSN HUMAN 
RESOURCES, WASHINGTON, DC 

Mr. RonisON. Senator Heinz, I would respond to one key point, 
and I wish Senator Dole were here. 

Senator Heinz. His staff is ably represented >by George Keeler, 
who is hanging on your every word. [Laughter,] 

Mr. Robison. TJTC, J believe, is revenue-neutral. I recently corti- 
pleted a study of 1,500 certifications from actual wages, tax credits, 
across the Nation, with every type of employer among the primary 
users. I have talked frequently with the Treasury Office of Tax 
Analysis to see where my results come out that are so different 
from theirs. The only difference, really, is whether you count in- 
creased taxes. ' 

As you will hear in the Maryland study, when you use a co3>fe*^l 
group yoO find that roughly t^ TJTC-certified people hav^^d^Aibled 
the income gain compared to their peers. This suggests that we can 
properly, and should, use the' increased taxes that result from it. 

Also, we are talking about net te^x credits, I found a net average 
tax credit of $544. If you multiply it by the total number of certifi- 
cations, right now we are talking about $283 million of cost. When 
y^u add in the Government savings, the savings when Government 
subsidies are ended by employment, that is reduced below $150 mil- 
lion. When you add in the increased takes, it is reduced below $50 
million. When you add in the tax payments to State governments 
or the Government savings for States, the cost is virtually zero. 
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The Treasury agrees that you should calculate the Government 
r • savings, but they can't put a number on it. Their only difference is 
on the increased taxes. They feel that there is no net hational m- 
crease in income. But I thihk commonsense would suggest that 
when the certified people have such large income gains compared 
to their peers, that there are increased tax payments. 

The gains to the individuals are very substantial. They are 76 
percent, covering 6 months prehire to 6 months posthire. 

In some ways, this balance misses the key points. We are talking 
about preferential hiring, There has not been a single retroactive 
certification since mid-1981. This program is the only major prefer- 
ential-hiring program in existence now. In CETA we had 22 per- 
cent to 29 percent placements, in the business sector; we now have 
100 percent placements with TJTC from the beginning. In CETA, 
the average cost of placement was at least $3,000, often $5,000; 
now, I come out with under $100 per placement in the business 

Last night TJTC was riot included in the House tax package, and. 
Senator Heinz, we look to you for leadership. TJTC will fail if it 
doesn't get into the Senate package. 

Senator Heinz. Not only that, I don't know how much support 
Senator Dole's tax package is going to have if it isn't in the tax 
package. * 
, Mr. RoBisoN. Thank you. 
Senatof'HEiNZ. Got that. [Laughter.] 
. [Mr. Hobison's prepared statement follows:] . . 
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Testimony ^of David Kobi»on, Puftncr, RSN Human ^Resources ^ 
Washl ngtop , D . C. 



Re: S. 2185 to extend the tTajrgeted Jobp Tax Ciredit 



Mir. Chnlrmanf X h»ve repent^ly parried out a btoad study of 
the actual costs and benefits of TCFTG. . ^ 

y- ' \ . •* 

This dtudy^ KaB leased on randoiit siiinplyin^ of 1510 
certifications' apross ^het nation. t^The sample^ covered 
every region and state, «nd reflected the hiajor TJTC user 
industries and employer s. . ^ / 

Based on the stud^, I have ireached ' these ■conclusionst 

X iff , 

1. The Treasury cost estimates for TJTC do not reflect 
the overall cost to government. 



The Treasury leaves out 'g[overnrf|ent saving 
subsidies and transfer payments. * ' 




om reduc^ 



It also leaves out' increased tax^ payments , 

2. TJTC is revenue-neutral » Jt does not produce any ^ > ^ 
• appreciable cost to government When these ^ovejjunent 
^^aving^ an^' increased taxes are included. 

'3. The benefits to individuals are very substantial. The 
average income gain was 76% / comparing post-hire to 
pre~l»ire income. 

Let me explain these conclusions. 

There are real increases in income and tax payments for 
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' TJTC-ccrtif ied wprkori comparad* tp their peers, Thus, we 
must count the incraasod taxes -s-^ personal taxes, UI 
payments by the employers arfd employees , an^ Social 
Security taxes that result from fTJTC, 

There are real govermment savings for TJTC workers, again, 
compared to their peers.. Half of the certified workers in 
our sample had received UI, welfare and other government 
payments* at the time they were hired, T^'e^e subsidies 
were ended by employment, ' ■ 

Consequently! when we take the* net tax credits, and 
subtract the increased tax' payments and the government 
savings, we find that TJTC is not an overall cost to 
government. ^, ^ * 

OUT^ study allowp^ :^r al^teroate eipplpymept ^ effects^ 
uncert^alnties about some government savings, atn^ other 
problems. Even wi^h these adjustments, the result was 
still the same: 

TJTC i s not 9in overall cogt* to goveynmeht . Indeed, the 
savings an3j increased taxe^s seem to be a? t,?.^ .^!^ or l,arqer 
than , the net tJkx credits > 

The' Treasury acknowledges that government savings may be 
substantial, but it does not attempt to quantify them. 

Thus, it seems acceptable to everyone to bring the' 
government savings into our judgment. » 

for increased ta;t^es, the Treasury does not count them, 
nor does it wish to count them. ' It feels that there is no 
increase in national income from TJTC, therefore no 
increased taxes. ,i ^ 

Cbinmon sense suggests that such dramatic increases in « 
income of certified workers, compJ!^red to their peers, 
brings higher tax payments. ^ 

But even if we leave the tape payment)^ out, we are still 
left with a balance of net tax credits minus governments 
savings. 

This balance is ^exy low; I place, it at a cost of under 
$150 million per year. If the tax payments «^re included, 
then the balance suggests an overall cost to government of * 
under $50 million per year at. the present usage. 

^ In some ways, this balance misses the key points about 
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TCTTCi Whut HJTO th» bonefltB J;p theisfl* individuals? Are . 
* they worth tb« cpat? ^ 

Tjf'tC is the only major preferential hiring program in * 
ex i silence. Without XaTC, jiiacement^ of the handicapped, 
iQi^income youth, AFDC and welfare recipients/ and' others 
ylll suffer. . . 

^•^ TJTC irteans '100% job platrcMnepts into the business^ Sector. 

/ Dy compariaoa, in C]BTA we hflid 22\ to 29% placewentjj ^nto 

/ the private sqgtor both pjfofit and non-profit. 

/. ' ' . 

As to co3t, this study suggests a cost p6r placement of 
under. $1Q6. By comparison, job placeme.nts cpsts in CETA 
traininti averaged at Iqast $3/000 per person, and often up 
to $5rOOO per person. 

Let mo concluc&^with this one message j Senator Heinz, 
TJTC was not includqa io th!$ HQViee taLX package. Without 
your leadership; TJTC will^die unless it is, put in the 
* Senate tax package^ . . 

On behalf of the roany public and private .agencies serving 
these targeted groups — with whom I have worked and 
' vJritten about in the past ten years -~ we look to you to 
help us. We ttiust either get TJTC into tJ\e Senate tax 
package now or lose -the key job placement tjool we need- 

M 

^ Senator HiEiNz. Mr; Lorenz. 

STATEMENT OF EDWARD C. LOIIENZ, TJTC COORDINATOR, STATE 
OF MARYLAND, DEPARTMENT OF EMPLOYMENT AND TRAIN- 
ING, BALTIMORE, MD 

Mr. LoRENZ. Senator Heinz, )l want to. thank you for an opportu- 
nity to provide you with some information on the Maryland evalua- 
tion of TJTO. 

^ In 1982, in December 1982, the Maryland targeted jobs tax credit 
office \\:as a§ked to do an evaluation of TJTC for the Maryland 
GenerajL>Acoembly, fpr the State legislature The purpose in that 
was too^onsider possible State credits similar^to TJTC, and one was 
enacted as a result of the evaluation. 

Essentially what we did was, wejooked at a group of about 800 
indivMua^s who wer^ eligible for TJXCH^lf of them were certified 
for TJSTC in the first 6 months of 1981/ Wfe tracked their wages for 
a year before they went to work under TJTC and a year after, com- 
pared the results for), that group with an equal number of individ- 
uals who were eligible but not hired under th^e program in that 
same time period. . _ 

The results, briefly, were that we found the individuals hired 
under TJTC diet experience somewhat higher earnings over the 
year following eligibility and hire, something under $1,000; but 
still, added up fpr all of the individuals, it is a significant amount. 

The net cost of. the program, and I think thi§ is. the primary data 
that may be of help to the coijimittee, the net cost we found, total- 
ing the tax credits that the businesses could have claimed an.d the 
wages paid to the individuals less the add-back, provision of the 
credit, which does jreduce the net cost to" the Treasury, less in- 
creases in personal taxes paid by the targeted workers compared to 
the control group and less savings in transfer payments— welfare 
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benefits, unemployment insurance, this sort of thing, that are paid 
out— the net cost we came up with was approximately $470 lor 
each person who was certified. 

Looking at last year's national total, this was not part ol our 
study but it would appear that that would indicate somethmg 
under $200 million in net costs to the Treasury in the first year 
after sfomeone is hired, this amount by the second year after hu-e 
would be offset totally by increases in tax payments and reductions 
in transfer payments. « , • 

So, we saw very little cost— net cost— in the program. Ihere 
would be some in the first year, however, that has to be considered. ^ 
The primary problem that we note with the program has beenX 
that of reaching the eligible population. I think Dr. Bishop ha£< 
, brought this out, and others. We don't say we/ound a solution, but 
we think tbere are a lot of things that ean- be done. Some are the 
responsibilities of the States that are administering it and the 
other agencies that have a role in the program; but a few provi- 
sions in the law, which we consider to be really just technical prob- 
lems, I think, if adjusted, could greatly increase the level of 
vouchering. \ • n 

There were six items that we think would help. JVist very briefly: 
One would be— and this may be the source, inci/lentally, of the,. 
AFL-CIO comment about retroactivity continuing-^we think a rec- 
ognition In the Tax Code of the voucher, in a sense favoring vouch- 
ers produced before people go to work over vouchers produced after 
pieople have been hired, would be a benefit. 

A second problem is that the income standards used in the pro- 
gram have not been produced by the Bureau of Labor Statistics for 
ovtM- a year. The law requires us to use a certain set of standards 
that is not being adjusted. Relatei;! to something that Mr. Kolberg 
a^id others have brought out, \{4\n adjustment is to be made here, 
it would seem as if a correlation between the TJTC guidelines and 
the guidelines used under the Job Training Partnership Act would 
♦< bo of help in increasing the number of people vouchered. It would 
just make it much simpler for agencies with, we assume, very little 
net difference in the numbers eligible. 

A third change would be to make sure that we do have current, 
regulations. Now, the Treasury has helped in that way, but we are 
still waiting«for the regulations to be final, and we have not Wad a 
current handbook. 

Senator Heinz.. Would that be a legislative change? 
Mr. LoKKNZ. No, that is not. But if the committee could help, yes. 
You are right. Senator. x,,, ,' 

Fourth, it is not a responsibility of this committee. While we 
think there is sufficient administrative money to basically run the . , ' 
program, we have not had /a problem at least in Maryland with 
that, we do think it would^ be very wise if some consideration is 
given in f unding of State agencies and other agencies that produce 
vouchers, providing incentives in the funding for vouchering; that 
is. payinAmore for those agencies that voucher more, and less for 
thos^> thii? voucher less. 

A fifth oonsideration, and just a minor one in program promo- 
•tion. wQuld be to adjust the amount of wages that the credit can be 
claimed upon fi om $0,000 to $7,000, simply because the FUTA base 
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wage has been adjusted that way, and we think it would be easier 
to promote. And frOm our survey of who benefited from the pro- 
gram most, it was those people hired and employers paying wages 
that would result in a greater reward for those- employers if that 
base was increased. 

Last, for the summer gi-oup only, there is an administrative prob- 
em with the facts that the forms produced, the voychers, are by 
law— and this is a change that would be needed in the IRS Code. 
I he law sets a 45-day limit on those forms. While we basically have 
had no problem with that, we think for summer youth, especially, 
a longer time period would be helpful administratively. 

Senator Heinz. T^at is so noted. And Mr. Lorenz, we will put 
your entire statement in the record. 

Mr. LoRENZ. Thank you. 

[Mr. Lorenz'^ prepared stafement follows:] 
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rm TARQCTD J0B3 TAI GteDTT 
' HAKYLAWDt AH SVAmATlQH 

fMr^a* fnd Soop» of gy^luitlon t 

v^pmr fpon.«« upoi> th« a^ttt^ ttJO(j« of -th« Targ«t#a Jobf Tmx Cr#dlt 
; (TW) in MtryUnd. It 1. Ui#d prlnarllr upon • longitudinal .t^y of program 
participant. oonduotai| bj tha atata TJTC offloa. By comparing tha aaroln^a 
and labor foro. participation of a rando« ..«pl. pf prograi,. partldpanta with 
tha •xparlanoai pf , control ^rotip, tJ^a Impact cf pro^raw participation upon 
tha Individual vorkar can b. »^aaur*d.^ Kxtrapolatlnf fyoa. tha Icngltudlnal 
atudr, tha ^naral aocnordc Iwpact of tha prO|rra» than can ba aatlmat»d, 

Tha paper flrat axanlnas thraa toplcaJ pro^ran •[rmrth, . pi^rtloularlT tha 
ral.tlonahlp of roticharlng Inoraaaaa to carUflcatlon rata.f tha Impact of 
pro^ra^i participation upon tha aaf^plaf and tha coata, sarlnga, and othar 
ra.ulta which tha ^oYarnmant raalleaa jfrom tha program, lha axamlnatlon of 
tha first topic la baaad upon pra'olaa data on all prdgram partldpanta. Tha 
aacond, of couraa, 1. baaad upon tha random .ampla. Tha third' 1. mora apaculatlTa 
but la cloaaly modalad on prarloua ra.aat^h on comparabla populatlona. Tha pap^r 
concludas with soma aufi^astad ImproYamants In tha Tcucharlng procaaa. 

Tbla papar Was originally pr«par*d for tha Maryland Dapartmant of FlacaX 
S#rvlca$, In Dacambar, 1982. Tha Dapartmant of Fiscal Sarrloaa U tha budgat 
office of tha Manrland 0«naral Aasambly* Tha atat* aaUbllahad a aupplenantil 
cradlt to TJTC arallabla whan TJTC aUijlblea ara hlrad In 5Uta Kntarprlaa Zcnaa. 
Tha papar has baan updated, to IncTuda 1983 and 198** data, and oondansad for 
presentation to tha Flnanca Comlttaa. The conclualons and basic flndlnga 
hara not baan chan^ad. 
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Th« Ubl« below shows the innual (feder*! fl$cal y**r) -rouoherlnt 
ajid o«rtinoatlon statlaUos finof the aUrt of the progr#»t 
^ V AB|^ 1 - 

YEAR VOUCHERS lS3Ufi3 CERTIFICATIONS 

1979 1^97 
1960 - 6X90 

1981 ' 6556 

1982 15025 

1983 30W>7 
1st Qtr. «64 8073' 

■r- 

MOTE J T^ese figures do nOt lnoiu<3(# ftOPJ^I^^PJ education 
• t«dent», who art not Ypuchtred. Certtirioftlon* 
of dooperatlTf education student* we^ei 1979> 
1980, 3,7<f3| 1981, KZ70\ 1962* ^^52? I9e3, 605. 
The (?reat change in nU'nberS certified fr<m 1981 
to 1982 » reflects the irestrlctlon of this group 
to only low Inctrw youth. 

A key date In rerleiflng program growth l^s September 30, 1981. Tht 

ellmlnatloh of retroaotlTltTt the addition of the lald^oftT CETA worker 

group, and the OonaolidaUon of the WIN/*^lfare Credit oonUined in 

ERTA wade direct oonparlsoni of 1982 figures with #arller sUtlstios 

(■■ 

1 

difficult. 

Generally, the following trends way be noted In these figures. 
Until the beginning of 1981, »1<*'' growth oocyrred . At that ti^e, the 
first of several staff reduction* took place in offices that detorwined 
eligibility. Thus In 'the list six tnonths of FT^ei an aTerage of k6j persons 
were voaohered each pionth, cptipared to'5l6 In all of FT'OO and 630 In the 
first six months of FT*81. With further stiff reduotlona in all I 
cooperating aj^encles, 1982 began with rather stagnant statistics. For : 
various reasons, most importantly th«^ Introduction of a new auto-nated 
eligibility doteminntlon prooess, growth returned in the Winter of 1982 
at much greater leyels than ever before and has co^itinued without interruption. 



1, See Th e Wall Street Journal , Dec. I6, 1981, p. 1, on experience 
•Iseuhere. 
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Fop th« iMt H»lf of l$f\Z, •t\ AT«r«K« of 1,735 p^rtoni war* d«Ui^ln«d 

•llglbl* ••oh month. This f(ro»fth ^.i •!! Iho nor^ r#iurkiibl« c^r«in th» 

2 ■ ' 

•ndlnK of pttroactlYity. IDr^n wh«n .th« two n«w Bfroupi, l^ld-off C5TA , 

wopk«ra snd WIM p«rtlolp»nt*» •r* iubtr«bt»d from th« totAli, thm 1982 

tot«l w«i 1825^ of th» 1981 flfcur*. Mott of thii growth m%s a result of 

|)h«ncnHin«l growth In dlsadvanfttg^d youth Touoh«rlng» vhloh lnor««9*d 2 50^ 

oy»r 19P1. 

In 1983. and thm flr«t quarter of 19^ ^ this i^owth oontlnu»dI 
An •T»P4g» of 2,537 p«r«oni wr« Touoh»r«d ©aoh wonth In 1983 » two 
third* In the l»9t tlx wonths of the year. By 1983 • oyollcal growth 
pattern wafl erld/nt. During the Sumer, rouoherlng end oertlfloetlon 
•otlvity Inoreesee greetly, deollnlng illghtly In the Fell* The followlnff 
Spring, growth resumes, r«eohlng levels much greater then In the previous 
jeer. Thue the monthly rouoherlng levels have changed from 1,675 In 
the first elx months of 1983 to 3»399 In the Sttrmer of 1983» down to ^ 
2,691 In the flrnt three nonthi of Fr«84- 

Thff tpervls In oertlfloetlon ntetlatlos are qultp similar to those 
for Touoherlng* The decline In Touoherlng In the aeoond helf of 1961 
end the ^roAt growth o^noe then are mirrored In the oertlfloetlon statistics 
This fact Is more noteworthy than It may appear on Its face. With the 
e«i of retroeotlvlty end the deepening receselon, one expectation wa» 
that voucherlng would Increese, as It did,, but certification would fall, 
as 1^ did not. In 1980, 119 certifications were Issued In en average 

2- On the abuse of retroactivity eee! *<Repeal the Jobtf* Tex 
Credit, The Weshlnitton April i3» Lett#r from Charles 

B, Rengel, ^In Defense of the Targeted Jobe Tax Credit,*' in Thf 
Washington ^ost t Hay 9, 198lt Jane Can«iohael, "The Bounty Hunt«)*e,t 
forbee (Julj 20, I9ei)> on Maryland and national re troaotiTe statietlos 
see I ••RetroactlTe C«rtlfioatlon»»*» U- S. Depert'Wnt of Labor, 
U, 3, i;pploywent Service, Office of Program Review, Jul^y 7f 1961, 
In this listing Harylend ranked e^hth of all states and third among large 
Industrial/urban ttates^ %fter Michigan and Missouri , In the loweet 
rate of retroactivity- ^ 

4 
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i»onth, of yhloh M9r^ rotroAotlt*. 9^1^^ th^t ll(pir# h*a trcum 
• to only with thi s^m* )^ of r«trp«otttitr. }tiV^ no rftrototlylty.* 
an AT«rag* of 351 tarpon* Vfr* o«5pUfl«(i ^rn •%o^ of tbo laii fix months ^ 
in 1962. Xn tho third quarter of 1963. Inotwlin* tho |MAk ItiMi^r hiring 
p»riod» 1300 persons ji!»r« CH»rtl^«d taoh fiqntK. 

Whil« * «r«at ^roirth lr^o«rtlfloatloni if to U oxp^ot^d^ uenaidarinf 
th* itroat lncr«aao in TOttch^ring* tho lflipr<^T»ft»nt Ih th# r^jjlo of youohtr^d 
fNirspna that i»r« bortififd la jlpnlflcant- t^\n Xynpror^mnt not 
■Tl^^«nt from th» Touchardnf ahS oartlficatlon totals liat^K! in T«M« f ♦ 
Thoaa toUfo baf ora 1982 inolpdo ra^roaotlra rouohfra, VhlcJl In •rmrj 
oasa rasult-ln oartlflomtlon- If auoh vouohera and tha oorrfapondlng 
oartirioatlons ara ali>slnatad, tha flgruraa fron aarllar y#ara par* ba 
oofftparad with thpfia for tha lait thraa yaara^. In 1981 f whan only ,5195 
vouohara vara produoad baf ora job aaak^r* aaourad anployi^nt^ 31^ of 
tha Touoharad Indlrlduala found anployPt»nt,, ynder TJTC. In 19B3» 
>rlth orar 30,000 p«r«on9 balnj Totfeharad, tha oortlflpatlon rata had - 
Inoraaaad to 3U^, If tha Mmf^^U^V cata«ory la ^jBorad, a groap ifith 
an espaclally lov rata of. oartifloatlon, and ono not prosont In 196It 
tha 1983 r*ta la 38^* Important oonolualon to ba dra^ froa thla 

ImproTan^nt Is that tha labor narjcot for roucharad workor* hta \>—n posltlraly 
affaota^' bmJ*o»t Inor^aaaa In ymiohorlng- Of oour$a, ||tha flguraa ,aboTa 
only/ahow that tha Youoharad workar«a ehanoa of aOourlng a Job InproTod 

X wltJ^' graatar TouoHarihg, That faot doas 6ot naeaaaarlly maan tha workar^a 

t 

plight ha^ baan lnproT#d» Tha noxt aactlon foouaaa upon tha Iwproyafpiant 
of aamlngs larals atf a rasult of balng hlrad undar T*)TC- To laam If 
workara hlrad undar tha oradlt gat any b^poflta othar than a job r^julrar ^ 

tracking tha workart longltwllnally fron bafora anploywant through a 
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Iwpaot of Progrnw Partlolpatloa: ^ « ! ' " 

To a*8*s8 th« lmp*ot of p^rtlqlpntlon. in TJTC, a iignlfioant aanpl* 
oS^ p«r«on9 b«rtiffed und«r th* projjran was rando«nly BeIeot«d and traoi«id 
pv»r a two y«ar period , oo« y«ax* b«^or« and aft«r Miployment. Th# 
income *nd work •xperienoa of that sampla v^s than oonparad 'to tha - v 
•xperl^noa of a ainilir aarnple of eXifibl^'paraona not cartlflW for 
tha ^)rograw. Speclfloally, tha aampl^ waa aalact^d In tha following 
nannar. 

A slKolflcant nii?Tjber of persons war^ s^laotad randomly from aaoh 
wajor Urg#tad group (sSl raqlplanta, CETA. workara , and Coopyatlva » 
^Isauoatlon studanta wara not uaad|. f included in tha sample w»ra paraona 
from tfK former WIN/Wel/ara category^ to provlda a "guide to the suooesi 
rates of that category). The sample Included peraona'. Approximately ^ 
half werf bertifled during* the period Jahuary 1^ 1981- June 30, 1981. 
The other half were per a on* det#rmln#d ellgilri^ for the program during ^ 
that time period, but not Certified. Th^^nly acreenlng don« in selecting 
tha aanplea was to eliminate retroactively certified persons (since thatr 
type certification if ho l6ne»r possible) and to r*atrlot the maximum 
aanple drawn by targeted group, race, seX, and urban/rural residential 
ata^us ao that the aanple Would reasonably reflect the maj^r groups 
participating in tha program. The a election of the control group waa 
limited onjiy in that it Vaa to match those certified in these oharacteriitics. 
Once the aample was selected ^ wage records from the unemployment insurance 
wa^e record, files were screened for the, period from the end of 1979 to 
the middle of 1982 to learn how miiq^ irfcome each person had. 
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The orltarlt ••l#ot#d to w»Mur» th« ImQt qt prpgram partjolpatlon 

thp Inotw* in thi -y«Ar befom arv^ af tjir plao«7n«nt, for th.ofla 

■f ■ . . ■ 

o«|;t^fi«d, or •Ugibility dat^^in.^t^ion^ for tho8<» a«vsr oartified.^ 

ifasUlU v^ra classified in tnraa broad .oi^tagorias. Lov incowa-was 

^ . V 

oonsidarad to ba actual y«ar:;r lnoo«a balow' $6,000.1 Modar^ta inoorna 
was batwaan $6,000 and $7,500j and high ipcona was ar)y>annviAl figura 
abova $7,500. Only raportabla Wkgbs vara counted in making clalsifica^ 
, tions* Thi« rasbrictlon paams logical^ sinca the dagirae 't6 vhiOh program 
p&tlj^OipAtlon ma^ oach worker a BttOQosHfxil labor foroa participant \ 
isb^ing tnftasurad^ ^ ^ -x / 

In ord^ to roioiniie the impifot of different personal characteristics 
upon the results, results were Viled: separately .by targetfKi group, race, artd 
sex. Within tha disadvantaged youth aample, the\aBiple v*s balano^ 
to include like number of urban and non-urban youth in bpth the certified 
grouj> the contro), group* Since the diaadvantagad youth group equals- 
about half of all parsons in the program > they made-up nearly half the 
5 ample 4 The numbar of persons s© lac ted from the other groups depended on 
the number of non-retroactive eiigibles availay.e in the first half of I98I 
and the need for a balanced, fjufficiently large sample. Because of both 
a lack of proper information and the unique nature of their re?;idenoy, 

vorHi rbleaseesv vera treated »s a separate grOup. For that group and for 

» 

the WIN/Welfare sample, there is no control group. 

The tables on the follovring page irdioate the results of the survey. 
Generally, it sis evident that most persons In the sample had low in6orte 
in tht^ year following certification or ali¥:ibility determinfttion. Given , 
the age and background of most of the oligibles, perhaps these figures j 
are not surprising. From an Administrative perspective, they Indicate \ 
the eligibles were genuinely from the intended populations. A more 
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ANNUA], INCOMB YRAR rObKoWlNQ CERTIFICATION (SAMPLR) 
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ANNUAL INCOME ^EAR FOLLOWING ELIGIBILITY (CONTROL CROUP) 
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•»Qia pA ti)i«l*s Total* r«t«ft«4 ar* aUtitily 4l(f«T«Nt («r ft^ 4M foit-^tll Hr(o4# 4u« VM*r^*>y**"* r«eer4 tyxtm Nllwr* to 

gaiMfal* f*f«rl« •« •v«ry (k^IVUmaI i*U$«^Tkf ••l«ct«4 i«r iH» cmi^I* 9*4 )i'«Mtr«l ArM^. lM'«H«r t^ «v«i4 hUc In 



** There wan no conp^rsble control group for th^ .pre-teXease and WIN/AFDC ^or Ijo^b logical and . 
procudural reasons. Sine* all pre-rel«aae«B finding private sector eeiployment ware' c«ttlf^ed» 
thcro waa no population to select a control group. The nitture of tfl^ recprda did upt allow 
for Identification bf an acceptable control gxoup» 
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- •Ijnlfigunt f»pt, frow » prp«r4w •valuation^ iUndipolnt, Is the fairly 
small, yet consistent, dlffereooe In the rate vfith which certified 
and non-oertlfled per«oni uphieved moderate and high Incone levelo, 
Sotne of the key difference* i^re reviewed In detail below? however, 
the overall dlfl'erenoe^ for those certified and l6?( for those not, 
indicates th« general trena, 

Speolfioally, several ijroups did much better when certified than 
when not. While only' 10 Jl of the nbn-ct»rtified vocational rehabilitation 
clients achieved woderat* or high incomes, 32^ of the certified did so. 
Pfirhaps more imporUntlr, blacks and wotne;i achieved mbfierate and high 
> Incotne in the vooatlortal rehabilitation category, when certified, but^ 
fXot when placed without the tax credit. Awong ex-felon*, black wale 

* felons did much bett^rr vhen certified than when not, while white males ^ 
actually did worae, Othej* than the white wale offenders, the only other 
f^roaps not to benefit fr6m certification were black, female disadvantaged 

* youth and fereale general assistance recipients. Although lacking a 
control group with which to compare them, work releasees did not benefit 
greatly from participatioh In TJTC, while Wlx^Welfare participants had 
success rates comparable to the more successful targeted groups, 

While there are low rates of achieving income over $6,000 in the 
year following certification or eligibility detemination, the figures 
for the year before (January, 3>86 - December, 190O) are much lo^^r. 
A3 the table on the f ollW'dJTg page- ohows, fcv/ of ^he participants in 
the sample had incomes over $6,000, Apparently bocauco of the 
youth'fuljaeah of the sample (or because ex-felone had Juot been 
relapsed from prison), 201. of the 703 persons whose 1^80 Incones were 
c4ecked, had no reported income, compared to 62 of 712 whose post- 
certification/eligibility detemination Ijnccmos were cl^ecked. 

r 

» 
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•ANNUAL TNCOME YKAR PRKCEEDtNG CERTIFICATION (SAHPLE) 
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ANNUAL INCOME YEAR I*HECEEDING UlGIBILITY '{CONTROL CROUP) 
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»Hot» till lotAia: ToiaU r^poitad ^r* klUhtly dirf«t:<tnl for pr.> ani poai-lisl f«riod« ^4^« unw{tloy»«nt vay# tfcord vyatM <»l|uff to 
K»n»r«l» rapuita on rwaiy Intllwidual InlllAly •tUrtad for lha viBfl* and control iroMp. In oiJrt ta cvdld bia» Irv 
[iri^oitclUnx nuBt)»[k, MsaW Jitrarfncaa In lotJl»^aii<) in iptfcKiC gruup/iivx/raca catv^uil^a ar« acv^pt/J. 

t 

** Thert* was no compar«bl6 control [jroup for the pre*-releasc and WIN/AFDC for both logical and 
procedural leasonB. Since all pre^re leasees finding private sector employment were certified* 



thcic was no population tp select a'control group. 
Cor Ideiuif icat Ion of Jin a<iceptrtble cbntrol group. 



The nafure of WIN records d^d not allow 
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. Ono« on« oTwrpc^i ih« turprlt© at th« •xtr«w»lT r*t«i At 

which p«ricns In the eawpl* •urnfd iwrely $6,000 per T««r, an imly^li' 

of th« dlff«r»nc«s b^twimn th« $rcup$i particulirlr In the post-certlflcAtlon/ 

•llglblllty deterwl nation period, ^en rereel eubtle, but l™port*nt, 

i-e8uXt« of proKren participation. Meat cbvioua Is the fact that the 

rata certified wor>cer9 acAlered inccne above |6,000 was 71-9 i great«»r than 

the rate for non-certified. Thli statepient le not Intended to nmnk the 

fact that the raU» at which certified worker* achieved such lnoo»!»e was 

dlscottraKlnglr'low. An evaluation of program ••lrpact;r u«lng that word 

IntentlonallT, In place 6f ^»uoce«» must be viewed In persijectivr , The 

intractable natpre of, the untJ^plorwnt problem ftclnf Ic** income labor force 

entrants and the handicapped make "success rates" «t these Icif levels the 

expected r#sult- ^ 

The following eectlcn will attempt to estimate tha net costs and 

eavlngs from the program. Tricking the post-certlfic*tlon/ellglbi?.lty 

determination experiences of Xh« certified and the control group, it 

will focus on the coet in Ux erudite aaihoriied and the eaTln|;B resulting 

* 

from increased earninge and 'decreased transfer paymnt use. ^ 

D. Costf and 5aVinM « 

In assessing the costs and savings of the tax credit in MarylAnd, 
the admlnistr*tlve costs of the tjrogram, and the credits earned, bf enpl overs 
of the certified sample, have been totalled. Subtracted from this total 
hAVe been the taxes paid on the increased earnings of the eample, and 
the reduced transfer payment use by the sample. The result is an 
*pproxlnation of the net costs of the^ program to the United States Treasury. 
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Tho oslin>*tion of the costs of thf» prop;r«tn ojin mftji* with much 
proa tar cortainty than tho ostimatioo of the savings- For example, 
tho administralivo cost of tho program ^ in fiscal 1981 f is known 
prooisoly, $139,835- Tho figure for<"l982 will bo only slightly higher. 
Tho administrativo oost^ as tho orodits authoritod, ai*o borno ontiroly 
by tho fodoral govornnont, 

Whilo it is too frarly to got final tax rocords fHom any of tho 
last sovoral yotrs , by calculating tho earnings of tho cortifiod samplo, 
the credits oarrtod by owployors oan bo ostiwatod with groat cortainty. 
Combining that figuro.with the administrative co5t of tho program, tho 
total co.'<t for tho proftram in Maryland^can bo calculated* Of more * 
i-nportanco, in <'vali;atinR tho program, tho total cost can bo usod to 
oopiputo tho cost por plaoomont* 

Tho income rocords used to compute the ^credits oarnod included 
396 persons* earnings, 28? of whom earned loss than :j6rO0O in tho 
year followlnpc boinj; hirod, S2 of whom earned between $6,000 and $7,500, 
" and 57 of whom earned over $7,500, Tho 287 persons with lower Incomes 
earned $396,018 at tho employer for which they wore cortifiod. Those 
employers could claim ct'odits of $198 » 009, average of ^89-92 po^* 
workor. This figure makes clear that many plac<?monts under tho prov^ram 
do not result in tho maximum Credit ($3,000 in tho first ye&r and $1,500 
in the second) being earned. Tho second year cre^iits ftarnod on anyone 
in tho sample are not known, because the Sf>cor>d year has not votr boon 
completed. However, since virtoallv all of those workers left employment 
with the certified oniployor lonR. affOf i^ 1* doubtful that more th^^n n 
hTodful would bo employed at all in tho socorx! year. 

In contrast to tho low income group, which inolude.1 72^ of the 
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»«i-^r»)a, n.ha hl?h r-kI •«idiTf» inct^"« i?rpup3 <i«.rood t^uch -^or© In toUl 

Inco-a, -Ir solids th<»i*- ^r-iaU nnibor. Th<^ ^Iddl? inco-^'O rroup, of 52 

pj^rsona, or 13 ^ of th^ sa-npla, aArn^irJ $2'+6,290, B<tciuse of the -laximim 

caiMnu' (S6,000) on'th^ wagos upon which thf cr*-iit coul-f b« earned, 

tho nctuAl croiits warr -ot h»ilf thl5 fl?ur* tut ^113, ^^^5, on avoratrft 

of $2,lP9, SI i>«r work**r, Th** avarat'^ is Us** IhAn $3,000 bcc-au^a so^t^ 

workers l«ft lha crfrtifloi a-^plov*r ani conllnuoi V-nplov^nt with 

another b giooss^ Eor the high Income rroup, the tolil oarnln<7a of 

tho v; workers wer<s $^12»82e ani the total credits, $1^^0,3^*5, »^ 

av«r«ee of $2,'f6.M9. The total creilts a«lhoi^ize:3 for the 396 

workers wore $'iS2,209. ^' * 

^ SxtrapiiUtl'iBr fro- these fiiru res , the tolql credits authorlioi in 

19P1 can bo esli-^atod. Durl-cr the fiscal year, 2,9^ workers were 

Cf^-tified. Thr total cre'Ut% woul be apnroxina telv 53, 3'*^, 000. 

ActkiaiW, thf* sa^tiple used '"or • hi^ rvaluJilion ^3 not t\T5lcal.of JtH 

oersonn crrtlfleti in 19Pl.^ Sxciuded ^Trpm Jt, in oi-'ier to make It 
* 

sl-llar to ihbse b^^i-^e certjl^fi*^d In 196^ vr«re r«troji{3,tivelv cortifK^d 
re r- 0-^5 ary^ cooperative eiucatjon sttadenls. ♦ Looking' at the iraoh lareer 
trroiip Cf>rti^ioi In 19? 3» 10*tl6 persons, In the v<»ar following cj»rtif4catlon, 
apnroxi-^t^W ^1V87J 59 In ri-edits result. Obvlouslv, nany^ 

v-^-iablfts conld alter this fic'ure, Howt'vnr, It is probably a ^ooi 
culde to the total. 

T'tose fii^-ures are not th*^ total tax 'exuen ii turo ro,siiltinF frorr 
th^* credit. B^TftUse of 'he add-back provisions of the 'ederal croiit, 
ro^:irJ ^ e-volovor*5 ususl wai^o deduction bv the anount of the credit, 
t^e -M*t roTt to fh*- ta\ sv^tr-i is less t,ha'i * hv fi purrs above. For ^ 
exa-nlr, a $3,000 crredit authorized nt a-i q-nplover in th^ hOl b^acke' , 
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\ro8l» ihe fcdc'ial govdinntoni only $1,670.00. Without acccns to ewploycr lax returns* 
It Is l»iponi?i bl^(! to edtinmre with prerlslon iha Impact upin coul fjgurost of the 
ddtl-back proviaion; howevoi , it would bt; roasonfible to annijmo nt iwnfil 20% of the j 
Authorized c^cditft .-tr^ off set by thlfl ptoviolop. The tol.il cost in Maryland of 
ihc piogrnm, in 1982, llioic'fore, would be reduced to under $A , SOO ,000 . 00 . In 1981, 
thf estimated cost v<>«ld hove been uitJ^ $2 , 700 , 000 . 00 . 

Limit iii^ this cost analysis to the certified oomple, whcic specific numbora 
are known. co»t» und aaviniia per vorkor can bo coTTiput.<K5, To l\;arn net carningo 
alitibu table lo the tax credit, the dlfforoiice in lotnl earnings between the c»?rtlfiod 
oample aiui l\iv ».nntri»l p.ri)\ip inuGt bf» dotor'nlnerl ^ With thxiuc numbero kn<yi.'n, net 
federal, fitule. and lo^'fl 1 tax inrrcar.eu resulting from thp credit and net fedeial' 
njid state transfer pnynier)i savings can be calculated. It is oven pposible to ostimrtte 
t t>e ainovinr of extra disposable- Income generated in the iJtatf? because of the credit-^ 

/ 

The fir/t item to be computed Is net earningo lesuiting from the credit. This 

. ( 

figure was dflvolop«d by^ totaling the incomes, from 1 1 sourcoe , of the certified 

hajni'U- iiud » omi'ar I nj.; it to the total of the control gioup. Sin»_e the twu giovipr, 

■c- 

dMfrred RUghtly in total nuuibero , the aver.?ge Inoo-non wciro^oorpu tod, compar cd , and 
thf net difference used to calculate the net earnings increofie. Tlu- average income 
for the sen if led R\>up wa;i S3,'>32.0G. Tor the control group, ?^.5,0'»A,00 a net 
d i f f c renc»- of ^8SB.60 multiplying thio figure by The total number of persons In the 
certified aaiAple. ^06. ^he total net Inrome increage lor the cample was ?3^1,0'»B, in 
the yeai*S f o 1 1 owl np cer f t f 1 ca t ion . From these income figure.s, estimaieti of not 
Cdxe:» paid, tiansfej paymejjt Kavlngii., and neTfOSl per pctaon cetllfiea can be 
di»vel t>ped . , * ^ *■ * 



^ Robrrt Jerrett. III. and Thonwic A. Ucirocci. Publ^ic Works^ .Sl'^^'^L^^^'nj 
s pend ing ^^ii nd I [^e Job C r e a 1 1 onj^ Th e_ J^ob Oppo r I un H 1 c tJ Pi og r am ( Now, York: P r ,3 e ge » 
■ Pub 1 i fiber .s . V7') ) . piovided tlie model fallowed here lo, compute co»t and vavingg. 
Whero\'er possible flguieji developed Irom the longitudinal Siuaple were used aTi a 
gviJtVp. In a lew ca;jes. where data war. not available from the TJTC sample^ 
Jeiielt and Bar(»oci's e»>ti mates woie vsed. 
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Tnxcs cnn be e»tltsnte<l using Our knowlodfto of family a late, Inconic-, niid tax 

ratefi, to dirtcrmlnc i ncowe tuxes, and using Dnrenn of Kaboi Statlattcs, Consumer 

Expenditure Survey dnta, to estimate sales and oxcisfi taxes. FICA and l^iomp 1 oyxnont 

InKurance MJl ) taxes can be Cfitlmatod from avt:r«gc tax ratcn. Since most pei,*Jona 

in tlie enmplo vere in families of ono , and where more ncmbers cxlat it can be assumed 

I 

tho incoiiu! of I he addiilonal fnnjlly membftr.i nmy ,off-fiOt ajiy uavlngs ftoiu incroascd 
dcdufliona. the OBllmatcd Income taxcH can be computed from the tax inbloo fniily 
easily. J\u: net federal, state, and local Income taxea paid by the ccrtIfIo(l vorkers 
WAS calculated by subtract Ing the taxus eBtlmatcd to have been paid by the control 
group froin the taxes estimated to have been paid by tlioi^e certified, Offisetiinp. .-my 
o\«evect injal c due to tlic KlnR.!c tax payer nasumptiou, sliould be taxes paid on income 
not In the wage recoid syHtetn. 

^. Saltfs^ Kaaolino, and tobaooo oxcioo taX98 «r« ostlnj^t^ fronj tho Consumer 
Expondlturo Surr«y, uslnp »ppUoabl« a tat© and federal Ux rat«». Th* Ublo ^ 
b«lou JjhoHs th« Ulx incroaaofl attributed to lTnprtjv*d OArnlnga of th« aajflplo. 

NET TAX REVEKUE lNCREA3i2S 

I 

Cortlflod SaTvplo 

lr>ccr>r t«ir«a 

115,000 



Tol»l Inpo^*- Tixr* . t?3 , 3 00 

(5Jt) ' m. 621.96 

SVilT 7 ,?76.6P 

Toh*cco Excli* '* 
ToIjI TobACCo ^*;1*» ' ' . 



FUTa Toul — p^oy*^, \ r-p\ovrr)r ft*6, 769-1? 

Tcul llnp"»plt>v-i(»nt Injor^oc* J/i736,25 

TLTAl TAXrs * ♦96.673.61 
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For rx«-plo, it is eslinatoi t^^t of dlapoflablr Inon-^e is subject 

to sal^s tax. At thf low lncor»<»a drtU with in this sltuiv, all aidilional 
Incc-f is iiapofltbl*. Thor<»ror<», K*^vUni saIos tux r<ivonuo increaso^ 
• ttributa'^liN to the t«x croiit should equAl to N x .6'^1 x -05 where 
N \b Iho not oarnias-a inorf*«s<», $351.^5. Tho r<»siilt of this co-^putation 
is 111,621-9^ For ^a-jolinf* tax^s , thf> fwt 8tat« navintra wore $2,2?8.6P . 
ani thf* nrl Trie a' »avin;'s, $1,696.35. for tobacco oxcinf, the statr 
$ei5.P2» lh<^ federal, $:?.e55.3f^. "sl-fl' = applicable FICA 
rate, the e-no^ovee contribution should have been $23»3P^«59» with ^ 
e-flovers coMtribiitinP. a like ficure. For UI taxes, the slate should 
hive rereivod an a3diti-nal $6,6P1.31; the fodera^ funi, ^}jO:)U,9^, 

The total transfer pa\"nenl savintjs, whi::h are listed on the table 
on the follow! rrr oape, with th*^ oercrnta^e of net earninp% increase usrd 
to calculate th»« savinds under each f^aterory of p*\"^ents iniioo^ted. For 
exa-^ple, <'or each dollar o'' additional oarning^s there should bo a 
aavin-n 0.2^ \- public hojsi-i- sobsidv. Total transfer paVT^Dnt savings 
on the 53')],6'*P in additional inco-r should be $56,966.9?. To check these 
esti-^flles, thi- actua'l claims of iinef"plo\'-nont insurance of tho control 
rrnuv and the sample vrere onpared. The certified aanple had fi'»ed 19^ 
le^*; c^a5-n5. C course, both the tax r^v<»niie inc"easo5 and transfer 
pa-^enl derreases co-Di'tod above are totals of federal, state, »nd local 
savincs . 

Without a 5t;it«- cr-^dit co-narable to TJTC, MarV^an:! undoubtedly 
rcaUxes n not rain fr^^n the jrojn-an. Usinff tie ostinaUs above, Marvlarvl 
, should have r<»aU7.ed $26,7^7-77 in increased taxes -.r^-l $36,923^03 in 
rrducrd tr^nsforsv These figures total $63 ,?^0.P0 or an average of 
$l6C.9l per porso- certified. Multiplying $160.91 by the number of persons 
certified In l^Pl , the t(5tal state aavinrs fro^n the prbgram were about $500,000. 
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NET THAN:>Flul PAYHiiJjT DSCRcASiiS 
Cortifi^d Samplo 





Doorcase 


KAt.6 


Unonplovrryont InsurAncft 






Social Socurlty -(Inol* SSI) 


2 Ml' 5^ 


.7 


AFDC fodoral sharo. 


4,571.^2 


1-3 


SUto Wolfaro (OPA, AFDC, SSI) 


5,626.37 


1.6 


Food Stamp 






Modloald Fftdoral Sh*r« 


3,868,13 


la 


M<Kllaald Stat<» 


3,l6i|.83 


.9 


Public HousioK 


703. 3Q 


-2 


Total Saving^ 


$56,966,97 





Whl^o tha stata r<»all»a» only «*Ylng3 uad«r th« credit, th« fedara^l 
gov<^rnn«>nt ©xperlano** eaYlnge *nd lost tax r«Y«nua9, R^rlaHing ' th« figures 
raUtlr* to the certified sample, $452,209 In credits wert> authorlted for 
the 396 persons hired, Totallnj? esUmated tax arvi transfer 3arlnf:«, this 
flexure can be reduced V 1153,8^0.58, In addition, subtracting the 
estin^ated Z5i credit reduction, resulting from the edd-b*ck feature of TJTC, 
glres * net cost of $185,316-17, Dividing that anoimt by- 396, glT« an *Yf»ra 
cost per certified worked of $W-97, There *re seTwral factors vhlch wust 
be considered before accepting the $^7,97 figure as final. First, It 
would be Increased by any second year credits, B»s«i upon the knwn first 
rear tufn.OYeV, this second 7^^^ adjustment should be slight. The average 
cost would hn reduced by welfare savings greater than tho5« sstlmated above. 
Slnc« the s'^ample used to deXlop the W Ifsre eavlngi estlTsate Included 
a sijrniacsntlv- smaller percentage of welfare recipients than utyier TJTC 
as A whole {9i compared to *ctual I7i), it is probable that welfare s-vings 
*rB somewhat greater than this study estimates. 
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Generally, tho r*5ult« of this ovAlUAtion rofloct positively on the 
t*x credit a9 An effectlTo wage subsidy, At ft wlnlnum this evaluation^ 
ahows t>\e oredlt did helji tho»e roucherod Tor th#> program. While It Is 
a-.poUcy deolslon, whether the be»4fltii are vorth the oost«. It would 
appear the $467.97 cost per oertlfloatlon Is a b*rgla, especially since 
the extra dlapoaable Inoone put Into the econoniy has not be#n fully 
neASured here ao * factor to balance tho small n#t eo«t^ titiere Is one 
important factor in neasurlnfj the Impact of the credit vhloh has not 
been evaluated thua far In this study which Is essential before fXiture 
benefits and costs can be evaluated. That Is, to what extent can 
voucher ing be expAixied. 

Two stvriles of TJTC done for th<» Senate riruinQe Comnlttee hearings 
on the program in 1961. raised fundaipental queatlono relative to the 
ellfflblllty detorrolnatlon processTwhich aij T©t have not been fully answered, 
Tho study by John Bishop and that of GAO found only • snail p^rt of the 
oligibla population was vouchered. We know in Maryland, which has one of 
the hotter voaoherlnn records , that only *bout 20;^ of ellglblea in the 
labor market take advamtage of the progran. Considering that wany among 
this twenty percent do not find a job while their vouct^r i» valid or 
loose the Job they find shortly after hire, even it overea tlmAtes the Impact 
of the pijogram on the structurally unemploy*d. T^is evaluation would 
suggest t,hat a great increase in voucherlntf coWld be attempted without 
saturating: the labor market with ellglbles. In fact mass vouohering that 
saturates the labor market with elifirlbles l3 ideal. 

4. GAO, "Cormonts on E>nplo\'-^nt Tax Credits," U. 3, Congress, Senate, 
finance Committee, June, 1981, 97th Congress, Ist Session, 1981; John 
Bishop, -An Examination of U. 3. Experience with &nployment Tax Credits, 
U, S, Congress, Senate Flnenoe Cooimlttee, 3ubcoffTn)lttee on Economic Growth, 
Employment, knd Revenue Sharing, Hearing on TJTC, April 3i 1981 , 97th 
Congress. 1st Session, 1981. p. See Appendix for samples of a Voucher 

af>d related m^terialB. 
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Graat lncra*a«s In aURlblag In th# Ust year vho h«v« b««n vouoherod, 
*5p«olally youth, h«v« bafcun to oonv«rt the credit frow .^n laoUted Incentlre 
for hiring a few luoky or espool.ll^ Interested job ^k*^rs Into a Renprellred 
incentive l<>*dln<5 some employera to conuclouflly alt#r hvutian renouroe plana. 
If even larg«r nuwbere of ellglblee iHr« arailable, no that employers oould 
count upon finding them vhen openlnc^a occurred, aome employers might go 
further In Altering plans to aut<>rtate certain fMnotlonft vhloh oould be better 
perfoiTied by entry lerel workers bearing a subsidy. One business. In Maryland, 
which la very conscious of the sunraer program under the credit, has begun 
offering sumer discounts to Its customers so that i^iore work oan be found 
\^ the period when it can hire nany eligible youth. Such actions vlU onlY 
beccne widespread and Uke 'on Macro-economio meaning If mass Youcherlng 



ooovtrs. 



Tliero are six leglslaUve »teps that could be tak«n to facilitate 

mass vouchering. All are minor .nd are Uchnlcal rather than subsUntlve. 

— ' J » 

They are: ^ 

1, Reco gnition of Vouchering In IRS Codei Currently, the Ux law 

refers only to cerUflcatlon, Amortg -ferns'* used In the program. 
^ let, the rouoher Is the k*y form under TJTC, as far as Job seekers 
are concerned. If eectlon 261 (o) (1)^(15) (A) (l) were amended 
to remove the word ^oertlflcatlon/ Inserting In lieu thereof 
"voucherr l<»Kal recognition would be given to the Youcher. Currently, 
a voucher produced before emplonnent begins Is treated ^» no more 
than a letter of request for cei*tifl cation- If an employer hires 
a youth on a voucher but falls to place the voucher In the mail 
before the close of business, the credit lo denied. let, an 
e-nplcver >*ho never hires workers with vouchers but rather who 
hires using pre-TJTC methods of screening can get the credit on 
any eligible worker he aociaenUlly hires simply by following 
a policy of sending the state TJTC Pfflce a form letter requesting 
the Ux credit everytlme a worker U put on the payroll. Tills 
ha5 become a classic example of form triumphing over substance^ 
In fact, we would suggest that credits be Umlted to only thos* 
situations when* vouishered workers are hlr#d, with P«>**^*P* * 
five day gi>c<^iod, after hire, when Che vouchor could be 
secured* / 
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Ap)»ndlnit Jnq<w (?vjtd>llf>f » t 34no« th« Bur«AU of labor St*tl3tlos no 
lonir«p pr<x)uc«s th« 7M Loir*r Llrln*? SUndtrd Xnoo^ <uid«lln«s 
r«qulP«d to b« u«*d a9 th«£lnco^ •tAMtrd for •oono^lo«l\T dl»ndv«n« 
l«ic#d tJirr«t*d f^roupa, ah *lt*rnAtlv« Inoom* i^uldelln* la needed. 
Deoause »4i\f of the etAff p«»pon»lble for Touoherln^t alto iMiKlb > 
eligibility determinations for the Job Trelnlnjr Partnership ifst 
(JTPA) trainloji; proncre'^j,' the Kreeteat possible oOJ:*reletion of 
TJTC fltAnderds end those of Title II of JTPA vould help. Tor 
example, in Marvlsnd hsv« ooordlrvAted eXl/ilbllltr for the stAto 
enterprise »one Iax or^dlt vlth TJTC, ellovln*? for the use of 
GOmon for>»is end proc^ure5* 

Stability In Authorlistlon l^od Reaculntlpn l If th* program is to 
be extended » the longer the extension with the fewest subst*ntive 
chantres the better. 51noe 1979> the protean has been plsRued by 
short extensions y leadlns: r>anrr vtaployere and Agency staff to belleYo 
the progratt h«s expired at any l^ven date. While there hae been 
reoent morement toward developing final regulations for the program, 
all possible pressure to assure final XR5 and Department Qf Labor 
regulations snd policy h/*ndbook« are promptly issued would be 
helpful. 

Financial I nc entire 3 for Voufi^ering a'yil Certi floatlon t While the 
administrative funds for the program have been more than adequ&te 
for central 'office use^we would favor the su*rffflstion of John Bishop 
that b<Hkntle9 be provided to reward agencies whioh voucher persons. ^ 
Additional bounties would be aV*llAble whenever a voucher led to a 
certification. Even an anocunt ae little as ten dollars per voucher 
arxl fifteen tddltlonal dollars per certification would orovide a 
significant .1 ncentlve to offices serving many eligibles, such •« 
nner city Job Service offices ♦ Such a system would not require 
additional fundinff of voucherin« agencies but could be implet^nted 
as one part of the «ceneral allocation process. 



5. jCd.justing Wage Base for Credit s Since 1976, the base wages upon which 
the credit Is computec) have remained cons tant at the first $6,000. An 
adjustment upward to $7,000 would be beneficial. The net cost of auch 
a change would be minimal, based upon our research. Most certifie" 
workers do not re-nain with the initial employer long enough for $^ 
or $7,000 to be paid. However, the most succeseful hires unAr thi 
prQgram are at businesses paying between %^ *nd $5/hour* Such businesses 
would find a ffrrtater incentive to*' retain eligible W6rkera if this minftr 
adjustment were made. The net cost per oertifloation would bene more 
than $200 per worker. Such a change would especially pronote hiring 

by manufacturing and other businesses with higher wage rates. Since 
the recent recession, use of the credit J5y manuTsioturere has fallen 
fcreatly. Workers in the machWp trad«6 ocnstltuted 7^ of all prrsons 
certified in 1979 but only 1< in 1982/ 

6. Validity Period Extension ^ The law limits the validity oeriod of an 
ellribllltY dtst«4rn'l nation (hence of a voucher) to davs. WhlK \r\ 



5. John Bishop, "The Design of Emplov^nt Subsidies — Lessons of the 
U. S. Experience, " unpubl. pep*r presented at the 36th Congress on Public 
rinanaoe and Public Enplov^nt^ Jerusalem, August; 25-^9, l''^80, p. l6. % 
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««n»ral thl» r*»trlotlon Ik no probl*n, guoh a» wii»n the •ll«tlb311tT 
of • Vlttna^n •ra T«t#r«n \^ b«lng d*tft mined « it do«9 oraato a 
pap#nforK probl«n when routh ar* b*inf^ vouoher«d for titrmr Jobs. 
H3it\i forms good for only 45VlaY^ und »o»t hiring of youth for th» 
sunonor taking plaQ« within the last two we«k8 of June, ataff ofv 
Touohering agenoie* must produoe All youohers within a few wvtks. 
for all »irw»r Jobs. For exanple, last suwMjr^ In Maryland nearly 
10,000 youth w«»re vouchore^ for the sumrier* It is a laajor problem 
loiCl^tloally to process J^i^na on thAt^Mny perspns within a month* 
A ninety day -rallditT ^r\^ would allow su^er roucherin^ to befl;ln 
no later than April 1* i 



Slnca»thlfji «tudy IwpH^s the credit has a eflKnifioant positive iMp^ct 
UDOn p«rtiGipant3 and only a negU njable inpact upon the federal bodjret, th* 
expansion of Youchftrln^ appears to as to be vise public policy. The $lx 
teohalcal change* mentioned above would itreatlr ^*acllitate this expansion. 
Attached to thla evaluation is a brief review of the voucherlnpf procosi. 



frcm the* persDectjiva of th© Job seeker, with sa-nples of a vouchor and 
vouoherlnoc aids which are made available to the Job seeker to help In 
proper use of the vouoher, A review of the Appendix night wake olear 

y 

why facilitation of pre-e^plov^vnt vouchorlnpr is so vital to tho proper 
crowth of thu prof^ram. 
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APPKMDIX 



For th« Infomutlon of th« Con«ltt«»» Attaoh^d to thl« report ar* 
r#duc»d samploa of th* t*x credit rouoh«r And th« roncharing aids us«»d 
in Mury^AJid, Wh«n th« rouoher Is jplr^n to « Job »»okor. It la pl«c©d In th© 
rouohar onr^lo^. The Job •©•kar 1» glY«n a shoot of twenty TJTC "Stlckora," 
Th» rouohor onr^lopo shoHP hor* 1» uji»d to holp youth find •mployin^nt. 
A dllRhtly dlfforant rerslon^^ ft^Xr^n to por^on* not In tho youth groups* » 
Tho onv«lopo soryos Aij^^-c'^turn •nv«lop« wtion *n ompXoyar hlros * qualified 
^ob Ao«k«r«> 

Tho^»tlck»r« at* ^v»n to th« Job 8d»k«r for thos* situations wh*r« 
tho •mployor I3 not Intorri owing. If tho Job sooJcor onIx^3.3 glvon an 
applioatlon to complot«, ho I9 Instructed to pool a stl^tr off th« ahoot 
•ryi plac« It oi\ tho applloAtion, Whon tho «niplov«r scroons «pplio*tlbhs 
• t • l«tor dat., th« stickor, vhlch 1» "r«d, whlto, and bluo" In color, 
stands oat on tho application, hopofully Influonolng thrf omploysr'a 
hirinfl; dooislon. 

Each of thoso Itoms Is doslKnod to holp tho youchorod applicant 
soil hlmsoir to an omployvr* To(^oth«r, thoY mako tho rouchor tho koy 
ItoTTi In tho proRi'an, more Important than tho cortlfloatlon, which njorolr 
confl -TOS for An onployor that tho crodlt should bo claimed. 



■^0 



V 



ERIC 



177 



173 



JoUCHER ENVELOPE AND TJTC '^STICKERS" 







The AM/7 VM/YOJOO (n<roduc«5. 



OUTSTDC or L:NVELOPt; 
(I 9 size) 



»7 




STICKER SJIEET 
(reducGd from A\ x 11") 



To the HMPLOjrt^^ 



.3837]^^ 



To Oic yOUNO JOD SEtKER 



3B>7500 



inside" of envelope 



COOO 70 QO 



JOS', 



STICKER FULL SIZ^T, 
(Colors; fed, blue, white) 
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Senator Heinz. Gentlemen; let me ask a couple of questions. 

of you, 1 believe, woul^ be willing to go on record as saymg • 
the program is a success even if can be made better. Is that 
. right, Dr. Bishop? ^ 

Dr. BiSHOi'. Yes, I think jbo. 
, Senator Hkinz. Mr. Lorenz. 
Mr- LoREi^iz. Yes. 
Senator Heinz. Mr. Robison. 
Mr. Robison. Yes. 

Senator Heinz. All right. j. " u +uo^ 

Now, one of the things that was mentioned regardmg whether o, 
not the Treasury agreed that there was kmd of new net job cie- 
atL and therefore additional revenues created by the employment 
of oeople if you only ask that question-Does this legislation 
c eate ne% obs?-you 'kind of miss the point. The real q-stion is: 
Does this legislation lead to higher levels, of ^"^Pl^Xnd theret 

• work force than we would have Without the program? And there is 
a big dilBrence. It is so easy to confuse the two. 

Do anTTf the three-of have any evidence whether this 
brinffs about a higher level of employment of the woWc force.-' « 
' M? CiSON. The job ser^^Ce is increasingly' having connections 
to employers, particularly large employers, that it didnt have 
befo,^ I can't speak about all types of applicants, but certainly for 
: the applicants we are talking about, in many job service offices 
almost half the placements are TJTC ^related. 

To the extent that companies get i^ito the program, and it takes 
usually 2 years or more, it changes their percepuons of this large 
group of applicants.' And as the companies pass ^he savings do^n 
the line to unit managers and store "^a^agers it is natural or 
"them to take a chance on these people where they would not 
befo^-e.Vey will not take that chance without the financial incen- 
H>tfp Tl is crucial We need it at 50 percent" . . u * 

''senator HEmz. I ar, going to ask you about that in a -nu^e b, 

• one of th^ things that we tend to do when we look at unemplo) 
ment rates is to assume that when there ^re 8 m Ulon people un 
"r^ored! that there ar, no jobs at all for tho.,e « "[^^"j^'^j^Pf^P^^ 
Clearlv there are jobs but there is a lot of mismatching between 
S e and lobs as evidenced by the help wanted columns The e 
may not^be enough listings in the help wanted. cokmins, but theie 

:^7jurtTa»make.it clear on the -o.d f hatMt is possib^^^^^ 
have (a) too few jobs; but (b) it. is also possible to have a higher 
leve^ if employment even with too few jobs, by virtue of programs 
such as tP tLn if you don't have it. Is thera any disagreement 

' Dn^BiSHO^. In theoretical analysis of the ^^-^^^l.^^^^^^^^;^^ 
fects of programs like thi^you can show because of the niim"f^m 

■ vale or the existence of transfer programs, you can show that gen- 
ev^ng more^bs at the bottom of- the skill distribution for the 
n Ssadvantaged workers can increase^total em 
because wage pressure. the-Phahps curve, is ^ot r Jpons ve to t^^^^^ 
unemployment rates of thesp categories ^ '^^^^^ 
sive to the unemployment rates of what is called the main worK 
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ers," typicjilly moasured as the 2r)-to-r)r) uncniploynienl rate for 
inalos, while nialcH. "V 

•^o it is very possible fov a program like this to have net total job 
creation effects. , " 

Setiator Hkinz. I would prefer you to say "net eniploynionl cre- 
ation rather than "jol) creation." 

Dr. Bisiioi'. All right. • 

Senator IJkinz. You may be right, but I think f^is an easiei- sell 
to say "emF)loyme^nt realization" than "job creation." 

Dr. Bisnoi'. To mcrease total employment, the TJTC must induce 
Arms to change their behavior in the fii'sjl round. It has to cause 
Ijrms to hire less skilled people, more disadvantaged people, than 
they would have otherwise. It has to cause .some firms to expand 
their total employment. And it is the proportion of the initial 
round effects that are of those types that determine the cost effec- 
tiveness of the program and, second, how costly it is for the Gov- 
ernment in terms of tax expenditiire to induce that change. 

That is why I suggest lowering jthe tax cost per person. 

Senator Heinz. I want to ask you about that. Now, we appear to 
have a little contradiction in the testimony. Mr. Robison says we 
should leave it at the r)0 percent; you are saying reduce it 25 pei-- 
cent but add training costs. 

The first question 1 have for you there is: Would you be in favor 
of reducing it from 50 percent to 25 percent without adding train- 
ing costs, or not? 

Dr. Bishop. It would depend upon where I was in terms of all the 
other trade-offs Senator Dole was ' ^ 

Senator IIkinz. Senator Dole tries thai on everybody. 

Dr. Bishop. It is a l)9-percent conse'hsus within the economics 
profession that this deficit is absolutely mind-bogglingly too big, 
and it IS only the crazies that testify differently. ' " 

Senator IIkinz. Be careful—a lot of people from the admini#a- 
tion come down here and say, "Not to worry." [Laughter.] 

Dr. Bishop. So, it is very high priority to "reduce the deficit. 

Senator Heinz. Lo and behold, the administration supports this 
program. ' 

I am not going to ignore you, Mr. Lorenz, but I just wanled Mr. 
Hobhson to comment on this point. 

Mr. RoRisON. I forgot one obvious point; Typically, it is a 27-per- 
cent saving on wages to the employer for the certified worker in 
the first year. That means that there is a lot more money to use to 
lure more people. 

V\.s t« the 50 percent, we had a meefing in the White House re- ) 
cently, and six large users of TJTC talked about how" they used it I 
and how they passed the savings down to managers. They were all 
very clear. Their managers would not take the chance and hire 
preferenti^illy unless this incentive, as it was right now, we're 
there. I don't dhink they would do it if it was a lot less in'value. 

Senator Mkinz. You can try it in Alaska, and -see how it works. 

Just for. the record, there is one other question I have got to get 
on the record. One, of you,' and I don't know if it was Dr. Bishop or 
Mr. Robison. mentioned a net cost replacement of $100. M-f. Lore.nz 
mentioned a cost of $470 per certification. Can you reconcile that"^ 

Mr. LoRKNz. We had talked. 
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' Mr HoniHON. Those are two diffenent things 

Senator IIkinz. I unclersland. That is exactly why I want hem 
n^concile'd. Mr. Lorenz, do you want to just tryHa-reconcde that. 

Mr. L'ouENZ. Well, I think some of it is the difference m the sam- 
ples that were studied. , , ,1 1 ■ lUo 

Senator Mk.nz. First of all, hefore you get to the sample.s, the 
$470 .per certification - what is the difference between a certifica- 
tion, and a placement? 

Mr. LoKKNz. It is'the same. 

Senator Hkinz. All right. I think we are talkmg about exactly 
the same thing there. , 

Mr LoitENZ. The fact is, by us comparmg it to a control gioup i 
Ihmk on(> thing that 'happens is, if you compare the success ol the, 
n(>ople the vcar after certification to the year before, which is what 
Dave did, there is an impact of the change in age of the youth here 
which affect.s the amount of savings, because any youth in a Z-year 
period is going to have a better, higher wage rate at the end ol the 
2 years than at the beginning because thoy are .older. You know, 
Ihirc is a significant change if you are young; -\vhereas if you are 
older i( isn't. So -1 think that explains a lot ot the difference be- 
cause' of the methods that we used. Ours were comparing people at 
tlu' same age range' at the safne stage of their life, and we saw a 
larger difference, a larger cost. We still think it is low, but it is a 

larVor cost. ' , " 

Senator IIkinz. Very well. Any other comment, gentlemen.' 
Mr RomsoN. Senator, the difference on my part is that we took 
from the i)rehired JiTta V^'ie actual subsidies ai^d thereiore savings 
at the time X)[ hire. We also took the wages and computed the tax 
payments, including Social Security and Ul. So, when we start with 
(ho $541 I had for the net tax crodit, when you subtract foi tlic 
t;overnmcnt .savings you are under $200 "per cerf or per place- 
ment " When you subtract for the increased taxes, you are undei 
$r.O. I said under $100 to be vety conservative 

' Senator Mi^iNZ. Oh. hthink that helps to clarify the difference. 

Yes. Dr. Bishop'.^ Xi<mr,l, 
Dr r?Ksiioi>. Senator Dole asked 4or way^ to raise revenuiNJ think 
this is off the subject ofTJTC, but you might propose o limAH ■ 
A tax-incentive. inflation-fighting policy 1 think would be afle to 

Vw.raiso $S to $i) billion. . n j 

^ Senator lh-;iNZ. If" we get into that at this hearing we will exceed 
our tinH> hmits^But I thank you foi' the idea, Dr. Bishop. 
Oentlemen, thank you very much- r 
Our next pancd consists of Richard Sherman, Jameg Bartlett. l.o- 
•/ello DeLuz. Merrill Cohen, Larry Whitt, and Betty Jones. 
' Befyre .we begin-1 will ask'Mr. Sherman to start-1 ^V'^ 
to Mr Larry Whitt, who is with a small, strugghng last.lood oper- 
ation kmov^n as Pizza llut,>hich has proud origins m the State ol 
Kansas that Senator Dole w.anted to be here to hear your testimo- 
hy but he had to abseiit himself for some additional refponsibil- 

it'ies. ^ . , ^ ■ 

Mr. Whift. Senator Dole is with you in spirit. 



Mr. Wrin-KJ IMiank you,. 
SenatoV HiliNZ. Mr. Sherman. ^ 



STATKMKNT OK lUCIIAIll) SIIKRMAN, CAlOVP KXECUnVE VICE 
IMIESIPENT. IIAKDEE S FOOD SYSTEMS. IN( ftOCKY MOUNt 
N(\ ON BEHALF OF THE NATIOi'SaE RESTAURANT ASSOCIA^ 
TION. WASHINGTON. DC 

Mr. Sherman. Thank you very much. Senator. It is a pleasure to 
be before you this afternoon. 

I am Richard M. Sherman, and 1 am group executive vice presi- 
dent of Hardee'j^ food Systems. Inc. My purpose here today is to 
appear oh, behalf of the 10,000 members of the National Restaurant 
Association, who ^employ abopt ^ million people in the United 
States. 

We previously submitted a w^ritten statement .in support of S, 
2IHr>. Ill addition, I would like to make a few. brief comments now. 

Mardee's Food Systems and its franchisees employ approximately 
70^000 peOple^n 87 States. We have been a participant in TJTC 
since its incejlfeon. We weren't successful in hiring TJTC employ- 
ees at our company until we fi^*st established a specific gpal of 
three qualifying employees per restaurant, and then backed up our 
goal by paying our restaurant manager? and our support field staff 
bonuses for actively recruiting people among the target categories. 

Our industry is currently one of the few where, without >i formal 
education, a person can advance into management ^^n^ be .earning 
then- age before they are 25 years old. 

Fortunately, almost all of our restau^ant mangement up through 
the qfficer level came from our restaurants, with many starting out 
on the hourly crew. By focusing on an incentive system which con- 
cent ra^-svamong the highest unemployment groups, TJTC becomes 
an investment in expanding the base of taxpayers and just an- 
"Dt^her Government Q^^ehditure. 

Wc^ in corporate America have our o\Yn share of bureaucrac}^. An 
extension of TJ'l'C for 5 years will enable large and small business- 
es alike to develop Jon^-term programs and sy<?tems to ensure even 
greater participation ih tHiS worthwhile program. 

Thank you. Senator. - * 

Senator Hkinz. Thank you very much, Mr, Sherman, 

(lyir. Sherman\s prepared statement follows:] ^ 
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STATEMENT OIT THE NATIONAL UESTAURAWT ASSOCIATION 
ON THE TARGETED JOBS TAX CREDIT 
BEFORE THE SENATE PTNANCK COMMITTEE 
MARCH 2. 1984 

The National Restaurant Asaociation appreciates this opportunity 
to comment on the Targeted Jobs Tax Credit, an effective employment 
tool for hirln<j the disadvantaged that we believe should be extended 

The National Restaurant Association i\ a no[\profit trade 
association with 10,000 members who operate more than 100,000 
establishments, ranging from full-service restaurants to fast food 
operations. The foodservice industry is the country's largest 
retail employer, providing jobs to about 8 million people. ToCal 
annual foodservice wages and benefits equal nearly $50 billion. 
Total sales in 1983 were about $144 billion, accounting for about 5 
percent of the Gross National product. 

Foodservice employers as a group are one of the -largest users of 
the Targeted ^obs Tax Credit (TJTC). In 1980, the last year the 
Department of Labor ( DOL) released detailed -information on. usage, 23 
percent of all certifications went to employees in the "service" 
sector of the economy, which includes foodservice. The service 
sector was the single largest ■ category of TJTC u^rs, representing. 
"30,000 jobs. The next largest category, designated v-benchwork.; by 
DOL, accounted for 13 percent of t/tal certifications, or 22,000 
jobs. 
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W<3 ost. imatd that total certifications fjeneccited by f oodset vi c^i 
(and nlliod Indus trios such as hotoi/motels and clubs) now account* 
for one-fourth to ono-thicd of all certifications. Tho moat r^cGrtt 
Treasury fi^iurea or. total credits taken indicate that foodsorvico 
accounted for $6r> million in tax credits in 19B0. 

Although large corporations are the most froquont users of the 
ccedit, inid-sl?:ed coinpanios and small businesses are participating 
in the program as well. The latter's lack of participation can be 
attributed to a number of factors, includincj 001/ 3 lack of promotion 
of the pro'.jram, skepticiflvn on the part of employers who have been 
♦ cau«3ht in the red tape* of previous federal job creation proqrama and 
th«? fact that local employment offices have treen unfamiliar with" the 
pcoqianj or have qiven it 3 low priority. 

In ^eneial, u-?e has increa.'>ef] dramatically in tho last y'?ar, but 

a maJoL <leterrent to u.se among ail businesaes continues to be 

Conqro'^s's reluctance to make TJTC a permanent program. ^>ince its 

in^^-eption in 1 970 , tlie <:tedit has been reauthorized on^ oc two years 

at a time, the most recent heinq the two-year extension m the Tax 

iCquity and Fiscal" Respoi^s ibi I i t y Act of 198.7. Many businesses are 

understandably hestjltaiit to beqin or increase p»\r t io ipat ion in a 

i 

proqram that ha?.? a limited life, especially when it may take them 
several ydars to put their own proqram iiYto effect. 

f 

Major chanqes were, made in 19m that also affected ustf^of the 
credit. ConqresSr as (bell as the Administration, felt that TJ^T had^ 
not r t-^.'ivi 1 1 ed in siqnificant new hires from amonq tarqeted q roups. 
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That, atnployees ^It^^dy on the job could be certifieiJ est roacti vo ly 
foe the credit was said to be a pr ijna ry' reason for thia. The 
cooperative education category was also a-, source of controvo rify , ^ 
becjiusa at the time there was no requirement that co-op students be 
ecowomlca 1 1^ disadvantaged. 

Thepe- pcoblams were taken up .^hen Congress passed the Kconomio 
Recovery Tax Act (ERTA), which included a one-year extension of 
TJTC. The isoutj of retroactive certifications was settled by a new 
requirement that "a 11 targeted individuals be certified prior to 
tlieir starting' date. There also was a J«^w requirement that 
qualified c^^erative education studemfs be from economicaly 
disadvaata<fbd families. 

Many employers in foodsei'vice expressed concern about these 
chaiigosy since a large number of the cooperative education students / 
were employed in f oodservice However/ tho-se companies th^.'vt were 
serious about providing employment oppott'uniti^s to targeted 



'individuals have' adjusted. There was a signififcant drop in 



participation in 1982; but certifications have rebounded in the lAst 



year. 

- rn FY 1981. the year before the changes in KRTA, total 
certifications were '11U501, according to OOL statistics. But in 
the following year, FY 1982^ c,<5Xi f j. cat ions f e 1 1 to 20 2 , 26 1 , 
However, in FV 1983^ total certifiCcN^ions bounced back and reached 
their highest total ever, 431,182> If this upward trend continues^ 
total certifications in FY 1904 could very well hit the 600,000 mark 
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Thia r#c«at ^r«nd refldcta a subst^vnt. icx I- growth potential for 
TJTC: pa.rticipat iQq,» a potantlAl that cannot be realized without 
loncj-tetm extension Along the linos of tho Ueinz bill (S. 2105). 
Historically, par ticjlpatlon in the program has boon alow to build 
but has increased ateadily in the la±«r years. For oxamplo, one of 
OKiL larger mambers reports that in 197^ it hire(3 about 200 targeted 
individual3„ Last y^AV the same corporation hi rod over 5,000. 

The group that benefits the moat CrOm increased participation is 
the «conomlcally disadvantaged youth category. 'Hiey form, by far, 
the largest pool for TJTC cer t i f i ca t loqs . This is especially tru6 
in the foodaorvlcu indvi^try, where 1.^ million of our employees are 
teon-a^ers. We oh ti mate that 16 percent of all youth employed in 
tho United States- have jobs in fodds^rvice. The majority of tliese 
jobs nro ontry-level, requiring little or no experience. 

These* jobs are particularly well suited for members of ta'rgeted 
fjroup:$, who often have uo work axperjenee or are unskilled. The 
;jobs provide valuable experience and traiitiiuj and add to an 
> l!)di vidual ' s ability to advance or pursue ottier career goals. For 
ta rgotod, i ud i vidaals , a job jn foodseivice means that first step on 
the economic ladde'r. For many who hijive been dependent on government 
subsidies, it means a chance to establisl) self-sufficiency and 
se 1 f -es t eom--a chance to become a productive, tax-paying member of 
socrioty. 

Wo bolievo TJTC represents one of the most efficient uses of 'tax 
expend i t.ures to crnato jobs. in so many industries, rising labor 
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coats hav«- pushed youth and other unskilled groups out of the job 
market entirely. IncceAses In the minimum wage have threatened jobs 
In foodservica, too, tut TJTC has helped operators preserve jobs 
that iHiay have otherwissa been eliminated. - ^ 

Although a company me^y tak* a tax credit of up to J.3,000 per 
individual, the actual average net credit is about $540, according 
to a recent study, /rhafs-n terrific bargain i^hen "one considers 
that under- the old \:eTA program, five to six times that amount was 
spent on each indlVl<i«al ^J^^ less th^n one-thi,rd ot tfte participants^ 
were ever placed in ptf Ivate sector joba. ^ 

When one' compares total credits taken versus what would have 
been paid out in welfare. SoCia;.'Securlty/ unemployment insurance 
and other bai^efits, plqs the addltion^il revenue in federal Income 
and l^ICA taxes that comes with employment, TJTC actually makes money 
for the 0OvernmeT)t. One study put'the savings to the government in 
one year at 4129 million.^ - 

Particularly striking are_saving3 that can be achieved in hiring 
the handicapped. The handicapped comprise a la^c^e share of those 
ce^^t<j^ed for foodservice jobs, and the National Restaurant 
Association is prOud of^ its efforts to place both mentally and 
physically Impaired individuals In foodservice jobs. In ju^t one 
I2-month'*peripd (Jul^ U ^982 - July^U 1953) (nore than 4,800 

I?andtcapped persons w^^e placed i^ c^peti^lve foodservice 

employment through our Projects With Tndus^ (PWI) program. 

When a handicapped individual is taken oi,f ^government aid and 
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becjlns a parmanant job, th« savings ara considerable. A general 
rule of thumb is that for every *$1 invested in a PWI training 
program, 510 is realizec^' in savings to the governinenH A sptjcif ic 
example "^^s the tlaster Seal Goodwill Rehabilitation Center in New 

Haven, Cf^nnect icut , where last year 5114,000 m federal grant money 

\ 

was used to train and place 15^ handicapped individuals. Tlie center 
estimates that the placements saved the government $594,000 in 
public subsidies and provided $330,000 in taxes paid by the new 
employees, a total savings of over S900,000. u 

Rehabilitation agencies report that TJTC is a powerful incentive 
tor eftiployers to hire the handicapped, especially if the employer 
h.^s to make costly structural changes^ in his estiablishinent to 
accommodate them. Many of these people would not be hired without 
the credit. And, ironically, it is becoming more and mote evident 
thrtt the handicapped, when given a chance, make modo I employees. 
Studies stiow that the handicapped have, unsurpassed attendance 
"Ij^C^Ords, have fewer disabling injuries than the average worker 
exposed to thR same work hazards, have no effect on employee ' / 
insurance costs and rate high on perforjnance evaluations. Overall, 
they are stable, motivated, reliable and loyal employees- 
Unfortunate 1 y , the handicapped and the other targeted groups are 
often viewed 'b^^ employers as an "unknown quantity." Without the 
economic inc«?^ntive provided by TJTC, many employers ace not inclined 
to hire these {iTii-i vidua Is . ¥^t, as a result of using the credit, 
many ol oul' members te'^ us they now give preference to applicants 
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who ata inembata of a targeted group. Othor companies have set goals . 
of hiring a certain psrcentage of TJTC employdes each year. Still 
• other'j \iave put the savings they realize from the credit Into 
^ training programs for the disadvant'aged . 

TO let the credit expire after this year would be a severe 
setback In congressional efforts to provide jobs to the hard to 
employ. With use higher than ever, it would be tragic to end the 
credit now. The bill introduced by Senator Heinz to extend the 
credit for five years should be enacted. A five-yea;; extension 
would send a signal to employers that Congress believes providing 
employment through tax incentives Is a sound concept and that it is _ 
willing to give employees enough time to make it work. 

S^rATtsMKNT OF JAMES BARTI^EIT, MUNFORD, INC., ATLANTA, GA, 
ON BEHALF OF THE NATIONAL ASSOCIATION OF CONVEN- 
IENCE STORES, FALLS CHURCH, VA 

Mr. lUKTLE-rr. Good afternoon, Mr. Chairman^y name is Jim 
BartleU. I am with Munford, Inc., of Atlanta, GA/ 

Munford among other concerns, operates 1,000* convenience 
stores in 29 States. In addition to that,Nl am here to represent the 
National Association of Convenience Stores, NAGS. NAGS has 
about 950 members, owning approximaXely 40,000 convenience 
stores. This offers employment-ort an annual basis to about a halt a 
million people. \ . r- r 

~ It seems like just about everything I have to'^^ffer in terms ot tig- 
ures has" been brought up. ^ 1 . - , j ■ tu 

Senator Meinz. Your entire testimony wilf be placed in the 

record. , ^ it i 

Mr. BAufLElT. Right. I have been that route before. [Laughter.] 
Now, I want to talk about something that has not really been 
brought up here too much this afternoon— it is very pertinent, I be- 
lievc-and that is the place that TJTC plays in the JTPA, which I 
believe everyone is aware of. » 

I appeared at. the first testimonies here with soi;t of a story about 
what I intende'd to do in terms of making Munford successful, and I 
find myself 2 years later in a sense wishing I had the time to make 
a complete report. But at any rate, we have-become, because of 
TJTG iiwolved in all of the States that we do business in, and we 
list our job orders in approximately 150 ES job offices in addition 
to other agencies, plus thejocal agencies affiliated with the J iJ^A. 

We got started in this CETA, wjiere we got involved in GJ l. 
We got involved in OJT simply because it was a profitable, thing to 
do. We ran very short programs, and with TJTC tacked onto the 
end of those -programs, it was very profitable, to the extent that 
today we have done business in over nine States, conductmg over 
100 OJT programs. - . 
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We support in the neighborhood of 50 PIC's currently with coop- 
eration, and that will be extended onto about 150 more. 

Now, there are many Other members of the National Association 
of Convanience Stores which are doing similar things. We are all • 
sort' of dog eat dog down there at the bottom, so I don't want to 
give away too many trade secrets, but I do want to share this point, 
my concern witii what would happen to JTPA without that incen- 
tive. 

ES. PICVthe CBO's, and seivic6 providers at this tune need to 
i be able to^'^jlan, and plan more efncicntl;^. We need a multiple-year 

extension, there is no question about that. We tremble day by day, 
I think, in fear of even 1 year; but what, we need I think we ought 
to concentrate on getting if possible. 

Now, in the are'a of the JTPA once again, we get down |a this 
business of preferential hiring. Our company would be unlikely to 
hue nearly the numbers that it does from the targeted groups, 
were it not for the financial incentives involved in that. That 
^ means that we would ncft have the interest in the JTPA that we 

have if it were not for the financial advantages of it. I t^ik that is 
true with most eni])loyers. 

We, loo, provide our lower management the incentives, that the 
TJTC money goes on the lower echelon P&L statement-s and the 
reason it goes there is becausl? we have got to twist arms in many 
' occasions to get the preferential hirin"g that is necessary. If we had 

our druthers, we would hire 51.2-year-old women to run our stores, 
'because that's what works best. But you folks in Congress won't let 
us do that. So we are very grateful for. the financial incentive to 
hire the young people who need equal opportunity. 
• My tiiiie is running out, and I have simply got to say that the 
kind' of activity that is represented by I think the majority of the 
group of people here— and I am glad to say.{this— most of us are \n 
the retail trade. Most of us are the basic foirndation of the industri- 
al complex, and we offer the essential iniftial job opportunities to 
all of these kids. 

Before I get i'arried 'away, which I am often apt to do, I want to 
point otlt for M\\ Dole's information, to take a look at the statistics " 
this year and the rapid rise of welfare recipients being hired be- 
cause of TJTC. That saves one hell of a lot of money, and we do » 
that. We make a point of that. And we do adjust our hirmg proce- 
dures to accommodate t-hose particular types of things. 

I want to thank you, Mr. Ueinz, for your efforts in this thmg, 
and I hope you can see" us through and can get us our multiple- 
year. ' . ■ 

Senator Hkinz. Mr. Bartlett, thank you. We will do our best. 

[Mr. Bartlet-t 's .prepared statement - follows:] 
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Goodc af toAoon Mr.' Chairman, members o"f the sujbconiiiii ttee, 
my name is James E. Bartlett. I am Governn^nt Progrcims Coordinator 
for Munford, Inc^a company headquartered in Atlanta, Georgia, 
which, among other concerns, operates approximately 1,000 con- 
venience stores called Majik Markets in 29 state's. 

In a'ddition to representing, Munford at this hearing today, ' v 

\ 

I also appear before you on behalf 0-f the National Association \ 

\ 

of * Convenience Stores (MACS), the national trade association 

representing the convenience store industry. N^TO has over 

y i ■ ' * ' \ 

950 meiutiers v/ho own and operate nearly 40,000 convenience stdPes 

in^^every stato of the union. 

\f wish to register the support of Munford and MACS for . - 
S,21^5, your biU, Mr- Chairman, to extend the Targeted Jobs ^ 
Tax Credi t (TJTC) for 5 years t^hrough December 1989-. ■ 

^ ' ^^^^ For Ext ension " 

* Since the inception oi TJTC in 1979, the conveaience store. 
Industry has employed 1 i ter^l ly. thousands of eligible employees 
under the program. Most often, these individuals hav^e gained 
their first real work experience in oor stores, experience 
enabling them tOvbuild an employment record^ upon which to improve 
their upward mobility and enhance opportunities in our industry 
or other industries. 

■■ > ■ - \ 
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In keep^ing with the original Intent of Congress 1n beginning 

• 

the TJTC program — namely to provide an incentive to employers 
to hire persons from targeted groups with particularity high un- 
employment rates or other special employment needs — our industry 
has responded by working with state employment -service offices to 
identify elig(ible employees and post job orders on a regular basis. 

In Tny company, Munford, our parti cipQtiori in TJTC began in 
1980. Over the past three years ^ our pamcipation has resulted 
in active cooperation with over 100 local employment service office:?^ 
where it is mandatory for the ov^ 200 Munford Field "Managers to 
place Job Orders. Over 6,000 employees have been hired through 
employment and training ^agencies of wM'ch about 25% ha.ve resulted 
in a TJTC credit. ' * . ' ; ^ 

Equally important, though, is the fact that as a direct result 
of TJTC activity, Munford haF become involved with numerous CETA 
prime sponsors and service providers and has conducted over 120 OJT 
.programs in ^ne states, Odr most recent activity is^ihe nev^ VA OJT 
program which we are implementing in our twenty-nine state operational 
area. 

The point of all this^ is that nothing I have describecl abou^ 
our involvement in employment and trainjng programs would have- 
occurred without the incentives of the TJTC program. This indicates 
that our consideration of a TJTC extension h^e this' afternoon cannot 
be viewed ia a vacuum. Simply stated, extens'lon of TJTC will continue 
to serve as a n)otivator to the business community^ to get active in ^ 
broader employ^erj^and training programs. Specifically, a five-year 
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extension is necessary to encourage employer planning for expansion 
of employment and training activity into related areas ?uch as OTPA 
. . . planning that mgst occur in intervals gre'ater than one year 
- to be efficient. 

This planning factor /s as important to the fedjeral government 
as 1t is lo business. The Department of Labof^ would no doubt 
improve its marketing of the TJTC program if it were clear that 
the program would have a multiple year duration. 

' Private Industry^Counci 1 s (1^ICs), Comfiiunity Based Organ*! zations 

\ ^(CBO's) ^nd service providers all use TJTC""as an incentive to 
> 

■^emplo^^s in marketing thtiir programs. These PICs need a multiple 
year extension, preferably 5 years, in ord^r tO plan theif activity. 

As with TJTC, only now realizing real effectiveness, it will 

V probably take several years for JTPA to take hold and become an 

effective emp^l^yment and train^lng aid. Private sector support 

of programs like JTgA^ an^ TJTC is essential, especially by^ industries 

li^ke the convenience store industry. While*the objectives of ^uch 

programs often are defijied in high tech and specialized training 

terms, it is important to raneniber that not all trainees will 

"make the grade." Significant .numbers of trainees, nwst of whom 

. are TJTC eligible, will need work to carry them through while' 

skills ^oVitinue to be honed/ . ' - 

\ - / 

Industries like ourS, therefore, find the TJTC program appeal- 

^ing in this regard. We can and do pt^ovide these individual's with 

the employment opportunities they need. Our industry employs 
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nearly a half mllHon people, htost often these individuals are 
Wploy^ for short Intervals which involves' constant and costly 
training, retraining, and orientation on our part. If incentives 
to hire^the traditionally hard to employ, like TJlfc, were to fall 
apart, it is^my opinion that significant hiring of these individuals 
simply would not occur^ 

s > 

11 , Proyam Observations 

While the primary purpose of my statement today is to support 
an extension of this valuable employment program, I would be remiss 
If I were not to mention some observations I have in the broad areas 
of program administration and employer participation, 
A, Pr ogram Administration 

First, it must be made clear that tl^e current problems with the 
TJTC program did nc/t originate in Congress. Quite appropriately. 
Congressional intent, as expressed in 1978 was 'to relieve the 
employer, of as-niAny burdens associated with' the program as possible. 
Specifically addressed by Congress were elimination of unnecessary 
paperwork burdens and burdet) of pr'bof in the area of eligibility 
'verification of individual TJTC employees, 

Th^ -^irst two editions and now third^draft edition of the 
Department of Labor handbook governing 'TJT(f procedure have evolved 
to involve employers in the verification/eligibility business' to 
an extent greater than ever before. This ^fact threatens private 
•sector participation and runs contrary to original Congressional 
intent which needs to be maintained. 
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With specific regard to eligibility verification in the area 

9 

of income F^oof jrkl defined economic status > the problem becomes 
acute for employers since employers are unable to legal.ly derive 
from employees the information-'necessary to determine economic 
status. 




If such -documentation wer^' to b^cohsidered essential it must 
be the government's responsibility to obtain it. However, it is 
not clear that such income proof is necpssapy since excessive abuse 
of the TJTC program has not at all been implied in an^ of the post- 
audit reports generated under the program. And, if the/e's anything 
that the state* empl oyment^ervices don't n(4d'its unneqessary added 
work In this area. 

In fact, most problems encountered by my company with local 
employment services relate to their staffing and workload imbalances. 
The 1985 Budget recently transmitted to Congress allots $20 'million 
for TJTC, This breaks down to support for about 500 TJTC Slots in 
the 50 states ... less than H person per local employlnent service 
office. It is more than worth considering additional appropriations 
for this program in an effort to streamline and "improve ffie ability 
of the state offices to deal with the program requirements, but 
perhaps even more importantly it is imperative to be careful not 
to add duties to an already severely overloaded systeiiK 
B. Empl oyer Res pons i bi 1 i ty ^ , 

At Munford we ^el and act on a responsibility we perceive 
as ours under the TJTC program.' We believe that ouV efforts at 
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continually Improving conniunications with Department of Labor I 

representatives aids the overall objectives of the TJTC program 

and helps alleviate the work'load /f the Employnitnt Service (ES) 

< \ 
offices; I ' ' t 

j ' 

With specifi(f regard to the processing of paperwork, through 
local ES offices, it is, for example, Munford Corporate policy 
that interviews pursuant to filed letters of intent be arrange^ 
within 10 working days. OuV personnel peopl e follow up on 
such outstanding paperwork fielping both Munford ani the ES 
offices achieve their objectives . . . namely placing individuals 
in jobs. ' ^ . ' 

This c'lose iiK)nitoring of the TJTC program by Munford per- 
ceived by^us as not only our responsibility, but in our* interest, 
keeps things moving in the process Qf vouchering and certifying 
TJTC employees, a benefit to all concerned-. 

I believe that Munford's invol vemenWwith TJTC 'and other \ 
employment programs provides a good model. We have strived to ' 
keep up our end of the responsibilities we perceive as ours under 
these programs. All things considered, we "pay our way" in our 
cooperation with c)overnment programs. The various agencies of 
jurisdiction with which we work have also benefitted from our 
cooperative efforts through plifcement credits, thei r «ea'sure of 

V 

success. 
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We have bi^en aggressive in our pursuit of excellence and 

consistencyj*el\tiVe to government employment programs . - In 1979,. 

we had virtually nothing going in ttjis vital areef and today we're , 

involved in just atout ^everything the employment and training 

coninuRity offers... In that connection, I think 1t is more than 

reasonable to expect others in our* industry, and th^re are many ^ 

already involved, to qontinue to improve and expand not only their 

roles In programs -like J JTC bOt to apply their involvQment in 

related programs M\e the JTPA. Xhis increased involvement by % 

members of bur industry and similar industries represented on tlie 
V ^ ' 

. panel riere today can Only help to advance the overall goal of a 
'^better employment comiiiunity and increased opportunity for the 
disadvantaged. Extending Tjft is ,key to continued growth. 



I urge*you to push^for passage of ,S'.2185 without delay. Plans 
for next year if not already made are being made now and the Sooner 
the status of TJJC extension is clear the better all concerned will 
be. Extended TJTG, particularly a multiple year extensicjin is critical 
to continued moment<nn^in the private sector to ge^ inv^lv^jd in 
^i]]^'loyiiient programs . 

It is with 'that point that-I clo'^jf>i\y remarks here today. 
Thank you for y^^ur attention and Spe(?hal appreciation to you * 
Mr. Chainnan for 'your continued Ijeadership in this jjiatter. 

I'd be happy to answer any questions you may have.* 
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Senator HEiNZ^JiCt mc just say, aj> someone whose background 
and family includes about four generations of people in marketing 
and sales, 1 have never visitQd a retail store I didn't like. [Laugh-' 
ter.] ' V 

Mr; Bartlk/it/ I had a hunch -it might^ get through to you,^ 
[Laughter,] 

Senator Hicinz, Ms, DeLuz. 

statement of lozelle j. deluz, plij)., owner-opekatok, 
McDonald s cokp:, Wilmington, de 

Df . DkLuz. Mr. Chairman, I ^am -Lozelle DeLuz from your neigh- 
bonng State to the south, Delaware. It is an honor, for me tt) 
appear before you today to discuss Senate bill 2185 to extend the 
targeted jobs tax credit. 

\l would like to gratefully thank" thS committee, and in particular 
I would like to thank you. Senator- Heinz, foi^a sensitivity of and a 
commitment to the Critical need for an extension of the legislation 
• which will encourage the private sector to continue to hire, the 
urban disadv;intaged and others who have a difficult time finding 
employment opportunities. 

My husband and I are independent franchise owner-operators of 
two McDonald's family restaurants in Wilmington and Claymorit, 
DE, As such, I was privileged' to be named Entreprjeneur of the 
Year for the State of Delaware for 1983 by the E^^andy wine Profes- 
sional Association. ' ^ * 

McDonald s is a system of IJl^ restaurants Worldwide, wit]i over 
6,200 of these restaurants in this country. As a systeni, we serve 
more than 11 million customers daily. Approximately 4,800 of the 
6,200 restaurants, or 77 percent, are owned by franchisees such as 
my husband and L 

Although McDonakl's system s sales for 1983 were over 8.6 bil- 
lion, the heart of this system coi)sists of small business people like 
us who own aiid operate our own McDonald's restaurants. 

Our McDonald's restaurant business has been participating in 
the targeted jobs tax credit program since 1979. The program has 
not only provided us with substantial tax savings over the years 
but has also made it possible for us to employ good employees who 
would not have ^een hired otherwise. The presence of^^^TJTC has 
given us the incentive to tak^ the extra time and effort necessary 
to seek out other qualified employees. 

I have seen and experienced firsthand the effectiveness of thi^ 
tax credit in encouraging us to hire inner-city youth and others 
who might not have been employed otherwise. I also have seen a 
number of success stories involving individuals whp through the 
TJTC program have advanced to management-level positions. We 
currently have one store manager, six swing managers, and four * 
•manager trainees who were originally hired as crew people 
through TJTg. ^ ^ , 

One of our successes is a young man who we hired at the age of 
1(). We Vnight not have hired him if he had not been/targeted jobs 
tax credit certified. He'lhas matured, obtained all of the necessary 
skills and training to qualify him as a manager, and he is now em- 
ployed as a manager of one of our stores. 
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Time will not permit m« to cite t»ther examples, but I have in- 
cluded them in my written testimony. 
Senator Hein7,. It will all be included in the record- ^ 
Ms. DkLuZ. Yes. • ' 

I would therefore iike to end by recommendmg to you that tnis 
program be extended lor a reasonable period" of time to allow more 
employment opportunities for th'e disadvarttaged. More specifically, 
I would like to urg6 you to extertd the program for at least 5 years 
by enacting Senate bill 2185. - " . - 

Thank you. 

Senator Hkinz. T^ank you vfery much. ■ , 
Mr. Cohen. 

[Dr. DeLu-/' prepared statement follows:] 
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'J^ r :S T I KON Y OF L OZELLE J. DELU2 , Ph.D. 

M(!:b6VtAL6 ' 5 6v}Nt^/ Operator 

WILMINGTON A^^D CLAYMONt, DELAV7ARE 
TARGETED JOBS TAX LEGISLATION 

t'^jklDAV, March 2, 1967 

ROOM S.D. - 215 DIRK6EN SENATE OFFICE DLDG> 
WASHINGTObj, t).C. 20S10 



Mr. Chairman and menibers of the Coininitt<iV, it i5^ an honor for 
me to appear before you today to discuss S.*< 2105, to extend^ the 
Targeted Jobs Tax Credit. 

I would likje to gratefully thank the Committee, in p^Vticular 
the sponsor of this legislation, Senator Heinz , for a . sei^sitivity 
of and a commitment to th& critical need for an extension of the 
legislation which will encourage t?he priv€^te^ec tor to conti^\ie to, 
hire thG urban disadvantaged and others who^'-^nave a difficult time 
finding employment opportunities. - ^ 

My husband and I are independent franchised owner /operators of'* 
two McDonald's Family Restaurants * to Wilmington and Claymont, 
Delaware. As such, I wa3 privileged, to be named "Entrepeneur of 
the Year" for the State of Delaware for 1083 by the Brai\dywine 
Professional Association. . ** 

McDonald's is a system comprised of 7,778 restaurants world- 
wide, with over 6,200 restaurants in this country. As .a system we 
serve morp than U million customers daily. Approximately 4,800 of 
the ^,200 restaurants, or 77% are owned by franchisees, such as my 
husband and I. Although McDonald's total system sales for 1983 
were over 8.6 billion , the heart of this system consist of small 
business people 14ke us^ who gOwn and operaj:e our own McDonald '<s 
restaurants. 

Our McDonald's restaurant ''business has been participating in 
the Targeted Jobs Tax Credit program since 1979. V The progtaip has 
not only provided us with substantial tax savings over the years 
but has also made it possible for us to employ good employees who 
would 'not have been hir^d otherwise. The _ presence of TJTC has 
given us the incentive to L«!ke< the e^ra time and effort necessary 
to seek out other qualified employees. 
/ 

T have seen and experienced first-hand the effectiveness of 
this tdix credit in encouraging us to hire inner city youth and 
others who might not have .been employed otherwise. I also have 
seen a number of success stories involving individuals who were 

' hired through this program. Of the ^86 new empl-oyees we hired . 
through the TJTC program, several have' advanced to maxvagement level i 

.positions. We currently, have one s tore 'manager , 6 swing managers, 
and 4 manager trainees who were originally hired as crew peopi^e 
through TJTC. ^ ^ ' \ ^ 
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One- of our ^oucfe3&es is a youncj man who we hired at Ahe aqc of 
^sLxiecn. We inicjht not have hired him if he hnd noL been Tarqeto^i? 

Jobs Tiix Credit certified. He has matured, obtainod a!l 1 o'f the 
^necossrity sj<:ills and training to qualify him as a manager And is 

now employed as a mana9t?r of one of our stores, 

Anoth(?i employee hired under tho program wa^; a functional 
1 iU Iterate, As the systen) and production of the productn became 
more- 3ophij:ticated, x\ becairie necessary for the employee to be able • 
lo read the qrill order slips (these dre the special requests for 
products we prepare to order) in order to i eta in the job as grill 
trainer, ^ The employee learned to read^ through ^ youth employment 
program, with the aKr.istance of sjore manager and El\>^n , ins t i tute 
for the handicapped. This employee was. named handicapped person of 
the yeai 1963, in New j^astle County Delaware, ^ The employee was ' 
presented an award by Governor Dupont for his pef,<?e\£^ranc:e and out- 
staiiduig portormance. I don't believe that this yould havfc been 
possible without the TJTC program. ^ 

' Time will not permit me to *cite other examples, however, wo 
feci as owner /opera tors that we have helped many people in several 
^ iyl the "dinadvantaqcd" categories, as defined by the legislation. 

I would there/ore like to recommend to ygu that this program 
hn- extended for a reasonable period of time to allow more employ- 
ment opportunities for the disadvantaged. More specifically, 1 
would urgG^you to extend the Targeted Jobs Tax Credit for\ at least 
five yearr; by V^nac t liitf^^^ 2185. ' ' , , 

. ^ J would be glad to answer the committee's questions, if there ' 

• 'are any at this poi nt . " 

STATEiVlENT OF MERRILL K. COHEN, DIVISION PRESIDENT, 
MERRILlis RESTAURANTS, INC.. INDIANAPOLIS, 
Ml ^ Cohen. Thank you., 

1 will try to make my prepared speech very quick because I Have 
a few extemporaneous things J would like to add. . 
Senator Heinz. Please proceed. ^ 

Mr. Cohen. We operate 11 in-plant cafeterias in Indianapolis. 
Four years ago we decided to hire targetecl jobs tax credit .employ- 
ees, and almost half of our organization were eithei^ired with 
Federal or State of Indiana tax credits. This prograip has helped 
our* compan/ survive. Our employees have benefited from having 
productive jobs instead of being on Welfare, and our community has 
taxpayers instead of tax receivers. You have heard that before. , 

We select, indoctrinate, and train each new employee. This gives 
J each new emplo9*ee a sense of dignity, self-worth, and a hope for 
the future. And yve hope you will continue your efforts on behalf of 
renewal, Senator Heinz. \ . . ' 

I want to add, extemporaneously, a few remarks. The big ques- 
tion that has been overlooked is: Why are there so many black kids 
unemplo;yed on the street throughout the United States? Eighteen- 
year-olds— go down any street in the United States, ^and there they 
are. They are shooting basketballs, and there are no jpbsjor bas- 
ketball shooters. ' ' * - 

Now, compare that, this.question about preferential treatment — 
and' absolutely TJTl'C is preferential treatment—compare that kid, 
Hhat kid that j just; mentioned, ty my son wh(J just tooJ^ his bar ex- 
amination and who has a masters degree, and who has a wealthy 
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influential fathef. Compare that kid to my son, and what chance 
does that kid have? ^ 

Pick up any newspaper throughout the United States, and the 
ads are thabthick trying to hire people; but that kid doesn't qual- 
ify. My -kid can .qualify for any of those jobs. And that's the thing * 
that we have to look straight in the head on, that in order for that 
kid jwho is uneducated, aiot trained, without a work ethic,^ for us 
employers to take him into' the firm, we should^ be rewarded by 
that credit. And ths^t credit has benefited our organization. 

But at the same time, I can tell you for a fact that half of ^our 
organization came to us through the tax credit. 

One other small point: I want to point out that all the pious talk 
that the AFL-CIO talks about, about affirmative action and all the 
other stuff that they do — great. But they said, ''You cannot dis- 
criminate/' Well, what are you goings to do with a handicapped 
person? , 
- I^or the handicapped person, you can piously say, "I 'am for 
hiving the handicapped person''; but then, when the employer steps 
in and says, 'Tes, I will hire 10 percent of my emplo^^ees as handi- 
capped," isn^t that discrimination? It is. It is preferential treat- 
ment. Apd therefore,t we have to face at head-on. Hiring the under- 
privileged is discrimination. It is preferential treatment But I have 
to say I am 100 percent for it. 

Senator HeInz. Mr Cohela, thank you very much. 

[Tej^timony of Mr. Cohen follows:] 
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We operate eleven in-plant cafeteHas in Indianapolis. Four 
years ago we decided to hire Targeted Jobs Tax credit employ- 
ees. Almost half of our organization were hired with either 
Federal or State of Indiana tax credits. 

This program has helped our company survive: Qur employees 
have benefited by having productive jobs instead of being 
on welfare. Our community has tax-payers "Instead of tax- 
receivers. 

We select, indoctrinate, and train each new emplpwe. This 
gives each one a sense of dignity, self worth, and^hope 
for the future. We must continue the concerted effortxb 
bire the underpri veleged which is the reason .Targeted Jobs 
,Tax Credits should be extended. 

Sincerely, - ~- ■» 

Merrill Cohen 
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Senatt)r Hkinz- Mr. Whltt. 



STATEMENT OF LARRY WHIYt, VICE PRESIDENT, GOVERNMENT 
RELATIONS, PIZZA JIUT, INC, WICHITA, KS 

Mr. Whitt. Thank you, Mr. Chairmfin. 

My name is Larry Whitt. I am vice president of 'public relations 
and Government affairs for Pizza Hut, Inc,,^ in Wichita, KS. With 
me today is W.- Peyton George bf Miles and Stockbridge, our Wash- 
ington counsel. 

Pizza Hut has been strongly involved in TJTC over the past 5' . 
years, and ,we would therefore urge that it be extended for 5, years. 

Smce its inception, Pi2;za Hut has hired in excess of J1,000 TJTC 
enipl(!^es;\In 1983 alone, we hired 6,366 TJTC employee's, paying 
these people o^er $11.5 million in wages and c6mpensatk)n. I think 
the best way to exenr^lify the program at-Pizza Hut is by a few* 
examples: 

In Sputh Dakota, we presently have an area supervisor who 
came a TJTC employee as an assistant manager. He worked up 
to the position of a manager, a training manager, and now he is an 
area supervisor. He has control ,over the physical properties and 
the employee relations of at leas^ four unitfe, well in excess of $5-$6 
million. ^^-^ 

Vtx Ohio- we have an 18-year-old girl who came tq us as a disad- 
vantaged youth who is now one of the primary supporters of a 
family of 12. She started with our progi-am in 1981,. and now she is 
a full-time assistant manager. • * 

In Indiana we have another disadvantaged young lady who is the 
head of a household. She has o^e dependent child. Sire had been 
receiving aid to depejmdent children and also food stamps. She has 
now been promoted to shift supervisor and is one of our more pro- 
ductive employees. ' 

In Montana, we have fteen working with the Vocational Place- 
ment ^nter. We have hired eight handicapped and/ov mildly re- 
tarded employees, and we are very, very pleased with their 
progress at this poin^. 

I think, in conclusion, there are three pc^ints I would like to 
make: "^j, A. 

The program was intended to stimulate employers to hire th^ 
people. It worked. It therefore makes opportunities for these people 
that might not otherwise have teen available. 

It gives them opportunity for promotion. 

It also is costeffectiye, in that it does lower the public-assistance 
programs, and it also provides revenue in terms of tax receipts. 

Mr. Chairman, *again I would encourage you, and I applaud your 
efforts fqr assisting us in this matter, and we would like to see this 
bill extended for another 5 years. 

Thank you. 

Senator Heinz. MLt. Whitt, thank you very much. 
[Mr. Whitt's statement follow^s:] 
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Larry H, Whitt * 
. Vice President - Public Kelations & Govetmpent Affairs 
vice irus, 1>IZZA nUir, INC. 

" 9111 East Dpuglas 

Wichita, Kansas 6720} 

Good afternoon, Mr. Chairman and members of the Syb- 
committee. My - name is" Larry H. Whitt and I am Vice President - 
Pul^iic Pelatlons & Government Affairs, Pizza Hut, Inc., wjfchita , 
lAnsas . .-'""X^ am. accompaniec^ by W. Peyton George of Miles & 
fetockbridge, ovr?^ Washington counsel.. 

Pizza Hut is* the lajfgest system of piz^a resl>auran£s in the 
world. I expect that most of you are familiar with our restau- 
rants with the red roof sliice they are located in every State of 
the Union, as well as in twenty-^six foreign countries. Our 4,000 
restaurants are ^bout half company-owned and the other half 
franchlsed. Although we ar^ a relatively young*, company, having 
been founded only in 195p,*we have * a rather unique and interest- 
ing history that I feel ^pitoinizes the pot^iential of our country's^ 
Jf^ee enterprise system. 7 Nowhere else o^ earth could two teenage 
brothers have' taken a 5^600 investment and molded it into the- 
world's largest international compai^y in our business. ^ 

Our PizZa Huts have over 90,-^)00 employees at any gi^en tijT^e . 
The vast majority of ""^ur employees are ei^ghte'en to twenty-^f ive 
years old. Last year, with the introduction of Oilr personal Pan 
Pizza, we credited :?0,000 new jobs system wide — mostly entry 
level positions. This was in a period when the unemployment rate 
was at* a high level. Man^^J^bf these newly created positions were 
filled wdth targeted job tax credit (TJTC) participants • We have 
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utilized fhc "leJTC pi^ogrhin si^cc its inception and ctroncjfly urge 
that it. be extended for at l^wxst five.nio^re Y,oa^B, 

Vor ranny.of the^ TJTC employees, this is their first job 
ever. V7e teach thuni , in ^idditioi) 'to the job skills, ^he 

fundamentals of l.jeinq an 'active member "of the nat ioij's workforce. 

I 

Pizza Hut, in 1983 alone, spent^ver $8S3,000 in training of TJTC 

■r^ < ' * 

employees and hired 6,366 employees under tliis program in pur 
company-owned stores. We paid this group of employees over 
$11,500,000 in compensation. Our TJTC hires are, cc)y rse , 

cof^ified as eligible and scieened by the State l%inployment 
ot rices. We think our achievement rate v/itb the program is 
excellent and I would like to highliciht a few of oVir many succ4?ss 
stories. ' ^ 

n 

^- In South Dakota, a youn^ m<in hired as a d i sadvant agef] youth 
under this program 'and trained by Pizza Hu* has, in three 
short yi^rfs, been promoted four times going throut^h the 
^ /anks as Restaurant Manager, Restaurant Trainina Manager *and, 
reccMU ly Area ^Super vi sor . He recently.,.roCeivod one of .Pi7.za 
Hut's top awards for the most improved store. 

In Ohio, an 18 -year-old young woman hired as a d i sadvantiag^-d 
youth now support's her entire family of 12. She has advanc- 
ed rapidly through the sy^em^, fr,om becoming a full-time 
employee in 1901 to Assistant Manager in 1903. She has 
since graduated from the prograin^ ^^nd we have gained a 
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ionq-time valued employee while Ihe government has gained a 
productive taxpayer. • ' 

In Indiana, a young Voman started as a' part-time employee 
under t^he program and has sinc<\ been promoted to Proctuct ion 

u 

Leader. She is the head of the household and supports one 
child. Hefore J[oining Pizza Hut, she was receiving federal 
assistance under the Aid to Dependent Children program and 
Food Stamps. She is no longer under any federal assistance, 
and she is the best employee in her restaur;int . 
In another situation in Indiaifa, a 26-yoar-old mother w^s 
hired a^ a TJTC participant under the disadvantaged minority 
cateq^ory w She lias ^already been promoted to Production 
Leader, and she ^Is no longer receiving Aid to Dependent 
Children or food stamps. She t'o3d her supervisor recently, 
"1 just got tired of the government supporting me. I wanted 
to do it myself," With' the help of Pix/a !lut and the TJTC ' 
program, she was able to achieve- her goal". 

In Montana, working with the Vocational Placement Center, we 
have hired^ eight handicapped and/or mildly retarded employ- 
ees who ._either.. h_a,d ^iiQi.Jie.e.n.^ employed .heJE Qre_- or else., had..- . 
worked in sheltered cnvi!:onments . We, and these employees, 
are proud of their progress. 
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Theso Gxamplet5 h^lgh light two imporl.anl aspects of the 'J'JTC 
progranu First, many oP our TJTC a^i^loyees aiTd former TJT^C 
employees arc workiKg their wtxy into managerial positions. TJTC 
employee? in entry- level positions who have potential are given 
the opportunity for advancement,* Second, other Tv7TC employees 
whose potential is achie'^<?d just by .ha^/ing a productive ^o^j,^are 
given an opportunity they might noir have had otherwise. 

r 

TJTC is a simple, easy to understand private enterprise 

/ 

stimulus. Our experience is that the program is cost effective w 
oy lowering public assistance payments and rci'ising tax receipts 
^ wheif the taigetod individuals begin wo\"k because of the credit- 
Pizza Jlut, Inc. supports a five-year extension of this program, 

I 

Senator Heinz. Ms: Jones. 

STATEMENT OF BETTY JONES, DIRECTOR OF AFFIRMATIVE 
ACTION AND CORPORATE TRAINING, J,L, HUDSON'S, DIVISION 
OF DAYTON HUDSON CORP., MINNEAPOLIS, MN, ON BEHALF OF 
THE ^IfSSOClATION OF ^ENERAL MERCHANDISE CHAINS, 
WASHINGTON, DC 

JgNEs/Thank you, Mr. Chairman. 

My napie is Betty Jones, and I am director oraffirijiative action 
and corporate training for the J,L. Hudson Co, in Detroit, MI, 
which is an operating company of the Dayton Hudson Corp, We are 
~a diwrsifi^d nati'oni^rretailing "group headqiiartered in Minneapo- 
lis, MN, I testifying on behalf of the Association of General 
Merchandise Chainfe, 

For the past 3 years, Dayton Hu(|son ^Corp, has been involved in 
the Targeted Jobs Tax Credit Program, In 1983, a major effort was 
made to increase the stores' participation in the program, , 

We would like to share with you today what we feel is the valu^ 
of the program arid sefme of the efforts we have made to make the 
program work as Congress intended: 

^)ne. To ensure that our store managers are involved in making 
th4 program work, the tax credit is credited to the individual store. 
This means that the credit will be reflected in the store's bottom 
line. 

Two. In addition, we became partners with tne local job services 
and community fluencies, to complete both the certification process 
and tb cooperate m identifying a pool of TJTC-eligible candidates. 

Our corporation is committed to making the Targeted Jobs Tax 
Credit Program work through community partnership in placing 
hard-to-employ people. We can cite many specific examples thkt 
support this statement. , Our company sees long-term benefits 
beyond the actual credit, such as: (a) Providing a workforce that is 
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representative 6f the community^ We have found that 10 pet^cent of 
our employee population represents the Targeted Jobs Tax Credit 
groups, (b) TJTC also provides an opportunity for us to fulfill our 
corporate responsibility to residents in i^e communities in which 
we do business. Also, the reality of an G^mployed versus an unem- 
ployed force provides a mueh better economic climate in which to 
do business. % 

Because of our experience and understanding of TJTC, the 
Dayton Hudson Corp. has served as a resource for the Minneapolis- 
based business community to become involved in TJTC. Through 
an organization which develops employment opportunities, the 
Neighborhood Employment Task Force, we provide technical assist- 
,^t^c^_vvhich includes trtaining of their personnel and tissisting in 
[Ktually processing the certificates— to small- and medium-sized 
companies in making TJTC work., 

hi conclusion, TJTC is an effective and worthwhile program. We 
think that the prof^ram helps businesses of all sizes in our industry. 
To ensure that initial^ changes in companies' hiring practices are 
maintained over time? employers need some assurance that the 
program will continue to be. available as they' gear up to partici- 
pate. 'Hierefore, we urge Congress Co approve a multiyear exten- 
sion, ' 

I would like to personally thank you fgr your leadership andmip- 

port in this effort. 
^Thank you. 

"Senator Heinz. Ms. Jones, thank you very much. 
[Ms. Jones' prepared statement follows:] ^ 



4. ^ 



9 



er|c ; 21^ 



207 



Oetty Jones 
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Testimony before Subcomun t lee on 
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Senate finance Comniiltee 

Washington, 0 . C - 

March ?, 1984 



My naiop is Botly Jones, and I am, the Director oV^Employee Relations, 
from ^.l. Hudson's In Detroit, HI vftiich 1$ an operating company of the 
Dayton Hudson Corporation. w« are a diversified national retailing 
group '^eadqaar tered in Minneapolis* MN, I am testifying on behalf of 
the Association of General Merciundise Chains (AGMC). 

The Association of General Merchandse Chains ('AGMO represents the 
Na<(Jon*s discount variety general mercha nd i se re t.a 1 1 Industry. AGMC ' s 
(Tiember sh i ps include retail companies that operate more than ?0,OpO 
discount variety, dollar, junior det/artm^nt, family center, off -^^ rice, 
factory outlet, catalog showroom, and other general merchandise • 
stores. These members range widely in si7e and ipclude many of the 
nation's largest retail chains as well as companies active in one or 
more regions of the country and those with only a f6w locations, or 
even a single store- AGMC member company stores are located in all 50 
states .ind accounted for more than S^5 billion In sales. 

For the past three' years, the Dayton Hudson Corporation has been 
involved in the Targeted 'Jobs Tax Credit program. In 1903, a major 
effort was made to increase the stores participation' in the program by 
hiring a TJTC management team on as p^rl of our corporate staff, the 
team advises, trains and^ works with the locations to Implement TJTC. 
We, at OaytoM Hudson, are excited about _tJ),e results. 

We would like to share withjryou tijday what we feel Is the value of the 
program and some of the efforts we have made to make the program work 
as Congr(?ss intended. . 

• To insure that our store managers are involve*d in making the 
program work* the tax credit is credited to each store. This 
means the credit will be reflected in the store's manager's 
review of the store's profitability. This reinforces their 
commitment to the program. One of our Dayton lludson operating 
companies reports the TJTC results to the individual Stores on 
a quarterly basis- Hudson's plans to implement^th-e practice 

- 1 h 1 s y e a r . 

• We became partners with the local job services and community 
agencies to complete both the cer 1 1 f.1 ca t Ion process and to 
cooperate in identifying a pool of TJTC eligible candidates. 

• To successfu 1 ly . coordi nate *the identification of pools of TJTC 
candidates, Dayton Hudson found It necessary to hire a^full, 
time member on the TJTC Management Team. 
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Our 'Corporal Ion 1$ commit^e(i to jnnking the ^argele<i Jobs Tax Credit V 
program work through community par t ne s h i p s In placing /hard to employ 
people, ♦ ' 

Spec i.f ! examp l,es Of th1 s ,ef fort* are: Jfc 

• My company, J,l^ ^y.^5on's. OOlroit, Mf worked with the 
^ Michigan Yo^Ii CoTps wfTTch had a pool of eOO,000 

16 and!/ year olds who needed jobs. The Corps had 
* asked corpora t ions for assistance. Hudson's responded 

by calling each persphnel manager andletting them 
k now. t h a t the young people wo u Id be applying and to 
report back to the company headquarters on the numbers 
hir^^, Hudson's was a leader in the community. 



J .__HudsonJ^s also actively recruited durlng'the mass 
TTfre oT^IITo new s'tore openipg at Cattle Creek, MI, \ 
They used agency sources to let thom know about ope- 
nings. This was an e^^sy inroad with their new stores. 
Wl^n the mass hire ended, the store had over 30% with 
TJTC Gl igibi 1 I ty. 

0>A. Drown, our- department stores in Oklahoma, TJTC ^-v'* 
manager voTunteered for the Job Sei^vice Stirte" Advisory \^ 
Board. Ht,^ was able to give suggestions onliow to make 
pOSitivO TJTC referrals froip Job Service to the 
storesi*^ The manager was also a|?le to talk about the 
TJTC program and^make su-ggestions on the efficiency 
of the process . . .7 

» 

L^^^^dlL"^.? > O"*^ specialit;^'rnerchandiser in Coshin, MA, 
lieT^d an Educat it)n/Commiui^i ty Infovmation Exchange to 
open lines of commun ication to become parthors'in 
placemt^nt with Tducation and co mm unity based non- 
profit agcacies. They concentrated on Boston and 
C a>nbr idge with the idea of using' the Cam bridge Store* » 
in bu i I d i jpg commgn Ity placement. 

- Lech mere invited a number of cc^mmunity tjnd education 
organizations to attend the exch^ange. 

- They gave a picture of Iheir philosophy, priorities, 
hiring guidelines and the growth of jobs in the next 
5 years. At the Jiieeting t-hey emphasized commi tmcn t 
tD~af f i rmnt^i vcr "Tict ion: - 

~ The company asked the education and community agen- 
. cies for referrals with TJTC vouchers, in han(j. ^ 

At Xaj^l^> discount store at Br cyodway-L ynd a 1 e , 

Mpli, MN, Target Personnel asked the community based 
organizations, prior to the Store opening to refer 
clients. The emp loyces were vouchered on site and the 
store realized over a 37% el igibi 1 i ty rate. J 

At the la^raot Store in Rochester, MN, the Personnel 
CoordinaFor activ-flrly works with the Oepar tme n t /-of 
Vocational Rehabilitation and the County Social . 
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Services which provide hor with cer t iii obli? cart- 
el i da Le<;. Sire invited community agoncy representatives 
10 her store for a tour and described the jobs in 
operation. In this way, they could see what she 
wanted and weVe able to place candi dotes with her, 

"^hese are Just a few examples of the way that^the Ijrc works for us 
and other genera 1 merchandise companies. 

When the benefit of the tax credit is brought to the store level, the 
incentive for* store personnel to hire from certain employment groups 
4s evident. Currently by cateqory of tax credit eliqibles. Oayton 
Hudson h i red : / 

/ ^ X 

AI& TO TAMILUS WITH ECONOJ^ K At U^DJ^SADV ANT AG EO GROl^^ 

OlPl.NO^Nr CHILDREN 12% " 

WORK INCENTIVE 1% Vlfl NAM VETERAN 3X 

SOCIAL SEEURITY EX-FELON ,iX 

StIPPLEMf NTAL INCOME .1% YEAR OLDS 67% 

VOCATIONAl REMAini ITAT'iON ^% COOPEltATiVL YOUTil .4X 

GENERAl ASSISTANCE It SUMMER YOUTH i-i>% 

Our company ^es long term benefits beyond %hQ actual credit such iis: 

• Providlni) a work force that is representative of the community. 
We have found that 10-12% of our emplt)yee pop'ulation represents 
the Targeted Jobs Tax Credit groups. This representative work 
force helps Vs understand' our community and market. 

• TJTC provides an opportunity for uS to fulfill our corporate 
responsibility to^>si(h&nts in the communities in which we 

*^ do business. A Wo the reality of an employed versus an 

uneJiipioyed force provides a much^better economic climate in 
w b i c h 1 0 d o b 11 s i n e S S . 

Because of our experience and understanding of TJTC, the Dayton Hudson 
Corporation has served as a resource for the Minneapolis based busi- 
ness commuiitity to become involved in 1JTC. Through an organization 
which develops employment opportunities, the Neighborhood tmp-loympnt 
Ta<k Force» we prov ide techn i cal "ass i s t ancc (which includes training 
of their personnel and assisting in actually processing the cer- 
tificate) to other compani-es in making TJIC work. As a result: 

• Small and medium sized businesses have been able to become 
involved. 

• Unemployed persons in the neighborhoods are matched wUh the 
companies looking for TJTC eligible employees. 

In conclusion. TJTC is an effective and worthwhilX' program, "We think 
that the prog>'am helps businesses of all *i Jw^O ^" o"*" industry. To 
insure that initial changes in companies bi r ih^ practices are main-, 
tained over time, employers need some assurancJ that the progr<J'n will 
continue to be available as they gear up to participate. Therefore, 
we urge congress to approve a mult I -year extension. 
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Senator Heinz. All of ybu have made excellent contributions 
v^r/ ""1^°" -^?y^ given us examples of individuals who, have been 
hired who might not only not have been hired but who have pro- 
gressed and have become very valuable employees ■ 
t-ojI";- d'^^* '""^u ? ^" interesting observation about how the Job 
iramn^g Partnership Act might not operate nearly so well without 

fi'^ ^^"^ ^ '"^^"^ of getting trained people 

into the work force and the people who are in the work force 
trained. , , 

fn^l} ^•''T^ ""^^^ ^T' ^"^"'^ Statements, you have all made aj>lea 
(or consistency in this prograA— consistency, meaning at leSt 5 

fiv wlvtf' ^ °" ?^ '^r^"^' ^ t^'^^ the principal means 

by which we might seek to bring more people into the program 

r.J^\T?^ jT T^T''".?fA'°"u ^t was suggested by an earlier wit- 
ness, in effect the AFL-CIO, that employers are going to fire em- 
ployees in order to replace samepne to get this tax credit. Let me 
ask. Have any of you known that to be the case? And if it is so 
what can we do abi>6t it? ^ n it it, au, 

Mr. Bartlett, do you know? 
' ,J^l Bartlett, Yes, sir, that has been the case here and there I 
think It is very spotty, but it is bound to happen. Sometimes a com- 
plaint from an employee being fired will be that some TJTC person 
may have taken their job. But I think there is some validity in 

Senator Heinz. What can we do about it? Any suggestion? 
fK^b ^ think that ig^the employer's responsibility. I 

think that goes with good faith in the program, not to permit it 
such a"thi^ng^^^"^ ^ supervisor his job if he is caught doing 

Senator Heinz. Dr. DeLuz, have you ever fired anybody to hire a 
tax-credit-vouchered personfv , j j > « 

Dr. DeLuz. Indeed not. No, the nature of our business is that we 
' hire them onVa part-time permanent basis, most 

youth Many of them go on , to college, many of them are still in 
school, so their hours are irregular. 

»We are always looking at and tapping the job market. 

1 think one thing that my experience has shown has been that 
the nature of McDonald's restaurants is that they recruit their em- 
ployees mainly frofti their own neighborhoods. One of our oper- 
ations is in an area where there are many disadvantaged youth 
who do not have transportation to get to. jobs in other places. They 
might not be employed, were we not there to give them thats oppor- 
tunity for employment; but we certainly do not in any wav dis- 
criminate. . 

When we need persons, then we hire them. If they happen to be 
do, that s all the better. But it has given us the opportunity The 
goal is not to create new jobs as such, but in our situation we have 
in Jact created new jobs because pf.the tax incentive. We were able 
to take the tax incentive to put a drive-thru on one of our restau- 
rants and hire eight additional persons that we might not, have 
hired had we not had that tax savings to do so 

Senator Heinz Well, it is nice to have some evidence on the 
record that this does in fact create jobs, not just a higher level of 
.^employment. j e> ^ ^ 
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Mr. Col\en. 
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Mr. Cohen. I don't think it has happened at all. I would chal- 
lenge anybody to show me a single case. 
Senator Heinz^ Mr. Bartlett is to your left. 

Mr. CoijEN. I know. But I talked to three or four of the State ad- 
ministrators, and not a single one has heard of a single case. 

Now, let me poi^it out that it would be ip no advantage to fire 
son>eone until after 2 years, because you are still getting tax cred- 
its right down the Ime for 2 years. So this mean$: Would you fire 
him.^after having an%mployee for 2 years, in order to get a tax 
credit? Anybody in the retail business knows how' valuable an em* 
ployee is after yoU have had him for 2 years, v^th all the training 
you have put into^it, and everything else. 

So, I personally do not know, and I would not believe it if some- 
body showed. me, any instance in which a single case has happened. 

Senator Heinz. Mr. Sherman? 

Mr. Sherman. I am not aware of a single case in our company; 
but during the period that the program has been in effect, olir 
work force has more than doubled. / 



What basically takes^place in oun bimness is that the discrimina- 
tion 'or the effort to work toward niring the targeted employee 
takes place at the corner park. And as we Igok arOund our compa- 
ny and at the state of employment in the Nation, we haven't 
lacked for workers to apply for jobs in our company. So it has 
taken an effort to focus on emploj^eies. 

I can certainly say that effoVts that we haye made, for example, 
on prisoners on work-releas6s and employment thereafter, , it cer- 
tainly wouldn't have been cost effective for us ^o do, without a pro- 
gram like this. * * ' 

Senator Heinz. Ms. Jones. 

Ms, Jones. I don't know of any instances where we have termi- 
nated employment. ^ 

Senator Heinz. Mr. Whitt. 

Mr. Wnrrr. I have no knowledge of that. 

Senator Heinz. Mr. Bartlett, you were seeking recognition. 

Mr. BARTLErr. Well, you see, we're a big. outfit, and we hire 
20,000 people a year. So what I am talkiiig about in the course of 
the TJTC Program is probably in the neighborhood of 40,000-45,000 
people. And anything that can happen. Senator Heinz, is going to 
happen. 

Senator Heinz. That sounds like a corollary of Murphy's law. 

Mr. Bartleti\ That is exaptly 'the way I function, sir. And I 
cannot sit in the hallowed haWs of Congress and tell a lie. So I 
know of all sorts of nasty things here and th^re, but they are not 
significant. 

Senator Heinz. We shouldn't sit here and do it, either. 

Gentlemen, ladies, you have been very helpful indeed. We thank 
yOu very much for the distances many of -you haye traveled and for 
your excellent testimony. Thank you so much. 
. Our last panel consists of' Lee Fremont-Smith and Robert 
Goulder, and Mr. Phillip SchepeL Would you come forward please? 

Mr. Lee Fremont-Smith, 

Voice. He is not here. 
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• Senator Heinz. Is there a Mr. Giery in the audienee fi "om the 
Food Service & Lodging Institute? Is anyone representing them? ' 
[No response.) 

Senator Heinz. Let's see. You are Mr. Schepel, and .Vou are 

Mr. .>■ 

Mr. GOULDER. Bob Goulder. 

Senator Heinz. Very well. Please proceed. 

STATEMENT OF ROBERT F. CODLDER, MANAGER^ PERSONNEL 
PLANNINGv GREAT LAKES STEEL DIVISION, NATIONAL STEEL 
CORP., ECORSE, MI, ON BEHALF OF EMPLOYERS NATIONAL 
JOB SERVICE COMMITTEE, WASHINGTON, DC 

Mr. GouLOEK.'Mr Chairman, my name is Robert F. Goulder. I am 
manager of pei-sonnel planning of the Great Lakes Steel Division of 
the National Steel Corjp. in Detroit, MI. 

I also s^rve'as vice chairperson-east of the Employers' National 
Job Serv ice Committee, and I am testifying in that capacity today. 

In the written testimony I have prepared for distribution to you 
and the members and staff of the Senate Finance Committee, I 
have briefly described the organization, goals, and objectives of our 
volunteer organization, the Employers' National . Job Service Com- 
mittee. In thhi verbal testimony, Twill forego this information for 
the sake of brevity. * ' 

On December 31, 1984, the current legislation authorizing the 
Targeted Jobs Tax.Credit Program will expire. The President's ,pro^ 
posed fiscal year 1985 budget acknowledges a support for the con- 
tinuation of the TJTC Program, but with a major Qhange and sig- 
nificant shortcomings which are of paramount concern tp the pri- 
vate sector^ which I represent and to which I want if address my 
testimony this afternoon. 

the Employers' National Job Service Committee and the Job 
Service Employer Committees nationwide recommend supporting 
the reauthorization of the TJTC Program, but with two, modifica- 
tions to the President s proposal or to Senator Heinz' bill, S. 2185, 
extending lhe_.TJT.C PT0gram.lQr A years: J 

One. Fund out of general revenues rather than from FUTA^ 
taxes; and 

Two. Fund the program adequately by a formula. 
The ENJSC supports Senator Heinz' S-^year extension of the 
TJTC Program. 

We recommend that the TJTC Program continue to be funded 
out of the general revenue as it has been done in previous 'years, 
rather than from our private sector FUTA taxes as specified in the 
President s proposed fiscal year 1985 budget. 

It is our opinion that title IX of the Social Security Act, which 
governs the use of FUTA taxes, does not permit the expenditure of 
these resources for the TJTC Program. ' " / 

We feel that the taking of FIJTA taxes from, ono/employer and 
giving them to another private-sector employer is4iot only illegal 
but is totally and completely unacceptable to the private sector. We 
do not feel that our privale-sector paid taxes should be used to, ben- • 
efit other private sector employers. 
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Thta r«tiongJe for our second recommendation is that the TJTC 
ProlyWi ha^-'been funded at the same level, $20 million, for th(3 
last 3 vears^ and this amount does not take into account inflation 
and th(5|. increased private sector support of bhip jp^j;ogram. ^ 

We fe^i th^ proposed fundinfe level fails to* meet the program's 
needs and the needs of the targeted groups it is designed to serve. 
We recommend that an adequate funding level be developed, leased 
on annual* performance experiencing, both vo\ichering and certifi- 
cation, in combination with inflation factors. 

The Sej/ate amendments to the Tax Equity and Fiscal Responsi- 
bility Act of 1982 authorized $30 million annually for the TJTC 
Program, and extended the prograip to include 'fiscal years 1983, 
1984, and 1985,. and we support this. The joint conference commit- 
tee reduced the funding to $20 niillion and extended the program 
for only 2 years. 

The TJTC Program is widely accepted and is continually gaining 
increased support in the private sector, and it should be adequately 
funded to meet the private sector demand. The TJTC utilization 
has increased 100 percent in the last 9 months, and, based on this 
current fevel of private sector acceptance, many Stale employ merft 
security agencies will exhaust their fiscal year 1984 TJTC funds by 
the end of April. , . 

We in the private sector recognize and support your committee s 
dedication to reducing expenditure^ and our national debt, but we 
also ask you to consider increasing the administrative funding for 
the Targeted Jobs Tax Credit Program based on annual acceptance 
and inflation. 

Our rationale for this recommendation is that the TJTC Program 
is not a welfare maintenance program but- rather a program ttiat 
removes persons from welfare and places them in iself-supporting 
jobs which produce increased revenues for the Government in the 
form of taxes, and which return money to the economy. 

The Employers' 'National Job Service Committee also recognizes 
the need for a TJTC appeal protess. We feel this recommendation 
can be handled through changes in the administrative process, 
"rather than by legislative changes- Specifically, this can he accom- 
plished through the' inclusion of fin appeal process in the new TJTC 
regulations. . ' 

The Employers' National Job Service Committee thanks you for 
this opportunity to testify before yc5ur subcommittee and to share 
our private-sector concerns with 3^u. We sincerely hope that you 
and your colleagues will give serious consideration to the two 
changes to the fiscal year 1985 targeted jobs tax credit reauthoriza- 
tion that we have proposed in this testimony. 

Thank you. 

Senator Heinz. Mr. Goulder, thank you very much. 
[Mr. Goulder's statement follows:] 



4 



218 



214 ^ 



EMPLOYKR$' HATXONAL JOJ? SEHVICp COMMITTEE TJTC TKSTIMONV 
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Mr. Cha-imian 

My name is Robert F. Goulder. 

I am: Hanager Personnal PJjtnning 
Great Lakea^Steal Divialon 
National Steel Corporation 
Detroit, Michigan 



Lr^ir^'^^^^'T' Ch.ip,r;on-I5aat of the T!»ployer»'"/l»ational Job Service 

Conmilctee and I a* teatifying in t|,at capacity today. 

'^I^?^;?^"'/"*'^*^' ^''^ S«rvic.\co«.itt.e -(KRJSC) ia comprlaJd of -or* 
. han. 22 000 private a.ctore.ploy,ra who ar. actively involved' a, volunt«r*> 

V-'^»/''V?"vice K.ployer Co-aitte., io all 30 Statea, 3 T^rritori« 
tl^. ? ^'"'^r-j/r i« «c..a of 150.000 hour', of vo wi"- 

^ »9nth^i^dicated to the effective utlU.atioi of our private sector 
, paid Federal , Unemployment Tax, or FUT\ Tax aa It i,- better known. 

SHrr^'-rr.^"/''!"" "'^o '"f* P""^^'" "^ "^ the coat of funding the 

United Statea Kmployment Service, or Job Service a. it ia, known nationwide 

Our Eopldyera' National'. Job Service ^o-iittee and reaional atatewld. .nS 
local J.b service Employer Co-aitteea, or the JSISC progr« a, ' they are refer- 
^tnr'r^^ t""' " "e *'—^'.'l"<'".>^«» Directora, Per.onnel Minager. and Employ- 
-jpent and Training Superviaora, k 

llVj^t'T rec^tly identified volunt.rla. aa a .major reaourc. that can 

help make our countr^^trong again. We emplojaient and training prof eaaionala 
are dedicated fo. making thi. come true by iobiii.ing ou,; natioSwidfe voLn^wr 
rhf""l!;r •"'"i"^"' knorledg- -nd experience it encompaa.e. to help 
^l.i ! T delivery ayatem-and aervice capability to appli- 

cants and employer, ^e helping to reduce unemployment. ^ 

The paranouht objective* of the Employer, ' National Job Service" Committee are 
to aiipport local, state and regional Job Service Employer Coomitteea by func- 
tioning at the national level to: 

1. Maintain a dialogue with ^the U.S. Department of tabor and ot^er appropri- 
a^p agenciea, organirationa and individual* about privati. -sector concerna 
in employment and tr^'aining. ^ 

2. ^ordinate employer efforts and the exchange of information. 

/« 

3. Seek, aolutirfna and make f ecqnaendationa concerning Employment and training 
related probleraa m need of national attenti^, . 
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On December 31/1984, the current lejiiletion euthori«ing the Ter^eCe^ Job T*x 
Credit Progran (TJTC) will expire. The Pre«ident'« proposed FY-d5 budget 
ecknoifledge^ a support for thlk^ continuation of the TJTC program but with a 
me jot change and aignificant short coaine vhich ara of parenount qoncera to the 
private sector and to which I w«nt to aldre»f eiy teatiaony this atfk^rnoon^ 

The ^wployera ' tittional Job Service Co«eRittee ^and the Job Service Employer 
Conmitteea t\atiomflde recovend supporting the reauthorization of the TJTC 
program but with two mo^if Icationa to the President's propose! or Co Senator 
Heine's Bill, exjtending the TJTC program for five yetrs, 

K Fund out of general revenues rather thpn f com FUXA taxes, 

2. Fund sdaqiiately by formula, 

The Eaployers' National Job Sf^rvice Coismlttee supports Senator Heine* « 5 yeer 
extension of the TJTC|^progrjra . 

We recoamend thet the TJTC program continue to be funded out^ Of general 
revenues as done in previous yenre rather then fro« our private sector FUTA 
taxes as Specif ied" in the President's proposed FY-85 budget. 

It is our opinion that Title IX of thf Soqial Security Act, which goveif-na the 
use of FUTA taxes does not pemit the expenditure of these resources for the 
TJTC program: >4 

We feel that the taking of FUIA taxes from one employer* and giving them to 
another private sector employer is not only illegal but is totally and com- 
pletely unacceptable to the private sector. We do not feel that our tax 
revenues should be used to benefit other private sector employers. 

The rationale for our second £lrecoHendat ion is that the TJTC program hea been 
funded at the same level ^ 20 million dollars, for ^he last three years and 
this amount does not take into account inflation end the increased private 
sector support of this program. We feel the proposed funding level fails to 
meet the program's needa and the'needa of the targeted groups it ia designed 
to serve. We recommend that adequate funding tevel^s be developed bised on 
annual performance experiences (both vouchering and certification) in. com|5ina~ 
tion with inflation factors. 

The Senate amendments to the Tax K<iuity and Fiscal Responsibility Act of 1982 
authorized 30 million dollars annually for the TJTC program and extended the 
program to include fiscal years ^'83, *84 and *85.^ The Joint Conference Com- 
^mittee reduced the funding to 20, million dollars and extended the program for 
oaly two years . ^ ^ ^ 

The TJTC program is widely accepted and ia continually gaining increased sup- 
port in the private aector and should be adequately funded to meet 'the privstc 
sector demand. TJTC utiligetion hes increased lOOX in the Isst nine months 
and baaed on thla current private sector "level of ecctpten^e msny Stste 
Employment Security Agencies will exhaust their FT-84 TJTC funds by the end of 
April* 
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XJie m the private neccor recognix« and support your Committee's dedication to 
reducing expenditure* and our national debt, but we also aak you to consider 
- increasing the adrainiaCrative funding for the TJTC program baaed on annual 
acceptance and inflation. Our ' rationale for thia recoiiroertdat ion ia that the 
TJTC program ia »aot a*' welfare maintenance program but rather' a program that 
removes persona from welfare and places them in self-supporting jobs which 
ptoduce increased revenues for the Government in the form of taxes and return 
money t(^ the economy. 

The Employers' National Job Service Committee also recognizes the need for a 
TJTC appeal process. We feel this recommendation can be handUd through 
changes xn the administrative process rather than by legislative changes 
Specifically, this can be accomplished through the inclusion of an appeal pro- 
cess in the new TJTC regulations. 

The Employers' National Job Service Committee thanks' you for this opportui^ity 
to testify before your Sub Committee and share our private aeccor cOhcema 
with you. We sincerely hop% that you and your colleagues will give serious 
consideration to the two changes to the FY-85 Targeted Job Tax Credit reautho- 
rization that we have proposed in this testimony. Thank you. 

; STATEMENT OF PHILIP P. SCHEPEL, PRESIDENT, K&S 
ASSOCIATES, INOr PERTH AMBOY, NJ 

Mr. ScHEPEL. Thank' you, 'Senator, for having me here today to 
testify on the Targeted Jobs Tax Credit Program. 

I think everyone here has discussed all the benefits of the pro- 
gram. Our firm", -which is in Perth Amboy, NJ, represents 200 em- 
ployers around that region, including employers in your home 
State, Pennsylvania. Our clients, of course, support your legisla- 
• tion. - . ■ 

The State of New Jersey— I am not an official representative 
from that State; however, I have discussed your legislation with the 
Commissioner's" office and the Department of Labor, and they alsQ 
support your proposal/for the 5-extension. 

.1^ want to give an example of an area that I think no one has 
discussed today. There is a Mr. Rick Kincaid who has conducted 
studies on TJTC at Brockport State university in New York, and 
he has iound that 5 to 10 percent of the students at that university 
are eligible for TJTC. At that time they were also receiving finan- , 
cial aid. ffast year h^ placed 2,700 students jobs during the summer 
and school year, which ha? cut the cost of financial aid for the uni- 
versity, (. 

Senator Dole discussed that we have a budget defibifTbut I think 
this is one way to help the university and I am sure that some of 
this financial aid is from the Federal Government. 

There ave two technical amendments that I urge you. Senator, to . 
include in your legislation: 

One is a r)-day grace period for certifications or written requests 
for certifications. It seems lately that all of the States, including 
employers and employee representa\:ives, have been researching 
the U.S. Postal Service regulations, because there are many em- 
ployers who hire individuals on the la^e shift, oi' let's say an em- 
ployee comes to the job, and he or she has a voucher in, his or her 
hand. The employer at that time must send the voucher ,bn or 
before the day the individual begins work. Many small employers- 
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cannot do this. In fact, New York State denies 300 to 400 vouchera 
or certifications a month because of thai rule. A 5-day grace period 
i don't think will open up retroactivity, but there should be some" 
type of relaxation with that. 

The: last area is that the administration of the program has suf- 
fered. There is more employer participation, but the funds seem to 
decrease/- The States have had difficulty working with the employ-, 
ers, and it has created ill-will in many instances between the em- 
ployer and the State repesentatives, because the State cannot Serv- 
ice the employer properly. 

I would like to conclude that I support your legislation and hope 
it stays at 5 years, 

[Mr. Schepel's prepared statement follows:] 



SEflATIt PIMANCR (X>fi>lnttTBB RKARtNG ON TRl^ TABGlt^BD JOBS TAX CI^RDlT 




March 198I ' . . 

■ , . . ■ ■ ■ ■ 

As. President of K & S Associates^, Xnc^^ a Hian^gement consulting 
firm that represents many ' private sectot employers iiv, the, 
Targeted ^Jobs 7ax Credit (TJTC) area, I would like t6 submit my 
testimony regarding Senator Heint' proposed legislation S. 2185* 

I urge the Senate Fi'nar^ce C^>nunittee ^to support the passziae of 
Senator Heins;' propo6e<3 legislation, "Furthermore^ T: als^ grge 
the committee to endorse the imslusion of two technical' 
dni^ndmenta to S. 2185^ fhe twp amendments fc;hat J propose for 
addition would be a provjL^ion Which would "^hHpv .for, a f ive'-tday 
grape p'eriod-for the tli^eljA filing of written requests for TJTC 
certification ^ind a provision allowing for appropriation of 
additional ?unds for the eftective administration o,f the program. 

urg^^you to endorse Senator* Heinz ' proposed fiye-yeai:. extension 
the TJTC program for the following ret^sons: 

/■ . ■ > ^- 

I. The T^.JTC program offers far-reaching social and economic 

Redeeming qualities which positively af feet ^lOur society in 
general. These Include the following; " 

The Protjram . , , " . ' 

A. o*ffei;s disadvantaged indivldgals in our^soci'ety a bette'r 
opportunity to . find tjainful efnploymeht , ' . 

B. reduces the dependency of many individuals upon various / 
federal I state *lnd local government assdstance programs 
for their support^ and . 

C. offers corporatj^ons tax saving incentives which can 
stimulate expansion and further accelerate additional 
hiring of itTTC eligible employees, * . 

!!• A five-year extension would be much more efiectiwe ip' 
achieving the goals pf th^ program than would a shorter 
extension for the fallowing reasons:* ^ 

A. More corpprations would participate in the TJTC prograi^ ^ 
if they knew that^lt would be in ex^tence for five more 

years, * > ^ . ' ^ 

♦ . ■ 

B. . Hajor corporation^ which normally requi^ extended 

periods of time to make ad justmetit? in th^ir corporate 
practices would then be aBle to l^corporat^^^^e hiring 
of targeted group Inembers into their regular hiring 
practices. ^ ^ 
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Gv Corporations would be <ibl^ to f^ivorably <}et0rmine that the' 
handicapped, Vietnijm-.ex:fi Veterans f disadvantaged yoyths and 
other targeted cfroyp memb'ets can meet their job r^^guiremiintSv 
over an exten<3led period of ti^^t and^ .subsequently/ ^^ould^ 
hire many more^ of the shme. - ; ^ ; 

I further jmrge the Senate Flnange Committee to endorse the 
inclusion of two technical amendments onto S. 2,195., The two 
amendments that I would liKe to propose wouicT: prpvlcle fori 

X. A five-9ay grace period for the timely filing qf written 
requests for TJTC certif icatloh., . 

11.* An additional appropriation of funds for the administration 
of the taa'C program^ 

The rea^9na why % urge you to Support these ptoposod Amendments 
are as foilows! , 

\ • . ) • 

1 » in'^imany instances^ new employees begin wording for 

corporations the aiame day tha't th4y are hited. When a 
written request fo?: certification \or « TJTJC VPMcher is 
c. mailed for the new- employee at the end .of 'the day it 

very often is not postmarked by the U,Sv Postal Seryice 
^ • until the following .day , Subsequently, the request for 
certification or voucher is ruled to have been sent 
untimely and no certification ban be issued for the 
company's hiring of the new employee. 
» ■ 'i ■ 

2. lus. Postal Service postmarks are of^en illegible, .and, 
subsequently, invalidate requests or vouchers that 

f should be considered valid. " 

■a 

3. Compani/5S that dp not have postage meters cannot receive 
tax credits for their hiring of individuals late in the 

^ day or on their second shift since they cannptifbrward 
TJTC requests or vouchers to the appropriate agency on a 
(imely basis. ^ ^ ' 

4. A relaxation of the present timely filing requirements 
would eliminate many administrative problems that are 
currently beiilg experienced by State Employment Security 
Agencies (SESA) and wou3.d facilitate greater utilization 
of the program.' 

5. Additional , funding of the TJTC program would enable the 
SESA* 8 to employ more individuals to promote and *" 

. administrate the program. The'Be additional SESA 
employees would subsequently voucher many more targeted 
group members, improve the state ^ s •economic climate and 
establish a better working relationship with the private 
sector. / 
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Senator Hkinz, Just one question, Mr. SchepeL - 
, Mr. ScHEPEL. ^re. 

Senator Heinz. On your b-d^y grace period, it would sfeem to me 
that that wouJd set us back into the kind of negus, vulnerable to 
the kind of criticism that was'levelecl at t^e pre-1981 program. 
How can we avoid that? We are sensitive to the" problt5rh of the 
Postal Service./ . ^ ^ 

^ Mr. SchepktLi myself have researched the U.S. Postal Regula- 
tions, and we KSt^e found instances where a postmark, is illegible, 
' and the employer cannot receive the. tax credit because, the'JPostal 
Service has failed to postmark the envelope. 

I don't think we will have a problem with retroactivity; this 
helps the smaller employers. They dbn't have the staff to *send 
these letters or the voucher the day the individual begins work. 
They might have other work-related problems, and they might 
send it the next day. I am not looking for retroactivity; I am just 
hoping for some kind of reasonable solution to this problem. . 

Senator Hkinz. Thank you, 

Mr. Giery. 

S TATEMKNT OF WII JJAW G. (JIERY, EXECUTIVE SECKKTARY OF 
THE FOODSERVICE.AND LODCING INSTITUTE 

Mr. GiKKY. My name is William Gliery. I am executive s^etary 
of the Foodservice and Lodging Institute, a trade industry ^roup of 
44 of the Nation!s major multi-unit and multi-State hotel arid res- 
taurant companies- Collectively these 44 companies own, operate, 
or have franchise agreements with more than 55,000 individual res- 
taurant establishments, and employ in excess of 3 jpiillion people. 
We welcome the opportunity be here this afternoon to testify in 
support of S, 2185, which would extend the targeted jobs tax c;'edit. 

The d^ree to which the institute supports the entire targeted 
jobs tax credit can best be illustrated by the fact that our bo^rd of 
directors has made passage of S. 2185 its No, 1 iegisfative priprity, 
atjd by the fafct that there a number of the institute members here 
today who gave separa"te testimony on how well the program* is 
working in their own respective companies. ' 

While we have the opportunity and the attention of the chair- 
man, wo wish to answer some of 'the critics of the program who are 
quick to say that kwrgeted jobs tax credit is a mere \vindfall. The 
Targeted jobs tax credit does indeed affect oijr members' hiring de- 
cisions. Our members go^o considerable time, expense; and effort 
to seek out eligible individuals from all seven categories. ||any 
have hired in-house TJTC coordinators who travel abolit the coun- 
try discussing with district, regional, and unit managers ways to 
increase TJTC utilization. 

In managment training programs of our members^ there are ori- 
entation sections on TJTC, Training materials- are designed to re- 
cruit TJTC eligibles. Sevex'al companies motivate store managers to 
hire TJTC eligibles by providing cash bonuses for each eligible 
hired. 

With strong^ dedicated commitment from senior management of- 
ficials, including in many instances presidents and chief executive 
officers of corporations, corporate training prograiti for manage- 
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ment personnel have been set up to include extensive discussion on 
TJTC. In several companies, members' companies have changed- 
corporate hiring practices^ ^ 

One company, v^^hich hired onljT persons ovfer 18 years of age, 
changed their policy to include 16 and IT-y ear-olds and then cre- 
ated new jobs w^ithin their establishment for those young men and 
women. 

On December 31, 1982, this conxpany, which operated C40 restau- 
rants in approximately 17 States, had hired only 120 TJTC eligi- 
bles. One year later, that number grew to 1,625 in 651 restaurants. 
Of those 1,625 eligibles hired„230 were 16- and 17-year-olds, 

As an industry, we have tried to fill the void created by the indif- 
ference of some Federal agencies mandated by Congress to adminis- 
ter .the program, by instructing our members as well as/hon- 
members regarding methods to seek out eligible individuals. We 
have urged continuously over the past several years, as has the 
* chairman of this^subcommittee, for the Internal Revenue Service to 
finalize their proposed rules regarding application of TJTC. They 
are still not final. 

Our members have spoken before industry and commifnity 
groups, sharing with all of them our employment strategies with 
respect to TJTC. In furthering the program as a whole, our mem- 
bers have also been able to establish a closer rapport with commu- 
nity gt*oups in areas where they have operations. 

Several compa,nies have developed cooperative agreements with 
community self-help groups and community organizations which 
work to develop ipb opportunities for the disadvantaged. 

For the r-eeprfl, I have attached a statement of several of the or- 
ganizations thfetVwe do business with. 

Senator Hetnz. Without objection, it will be made a part of the 
» record. 

Mr. GierV- In closing, I would just like to make a comment about 
the AFL-CIO and the detractors of TJTC in general: It is a quote 
from HeywDod Broun, written in 1935. He said, 'T have known 
^people to std^ and buy an apple on the coniier, and then walk away 
as if they have solved the whole unemployment problem," 

Thank you. * 

Senator-TiEiNZ. Mr. Giery, thank you. 

[Mr.-Giery's prepared statement, with attachment, follow:] 
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OF THE 

FOQDSERV:^CE AND LODGING XNSTITUTE 

Good afternoon, Mr. Chainriftn and members of th<3f Subcommittee 
on Economic Growth, Employment and Revenue Sharing. VJe welcome the 
opportunity to be hero this afternoon to testify in enthusiastic 

^suppor^ of Bill S.2186, which would extend the Targeted tjolps Tax 
Credit for five additional ye|rs through 1989, The degree to which 
the Institute svxpports the entire Targeted Jobs ^Tax Credit can best 
be illtistrated by the fact that our Board . of Directors has #iad^ 
passage of Bill S.2185 as itn number one legislative priorijiy and 
by the fact that there are a number of the Institute's members here 
today tk give separate testimony on how well the program is workit(g 
in their respective companies. We will vnot attempt to ^duplicate r 
their testimonies but;, rather, will complement th<=;^ir presentations 

V. and present the views of our members in general. 

My nane is William G^ Giery and I am Executive Secretary of 
the Foodservice hnd Lodging Institute, a trade industry group of 4 4 
of the nation's major multi-unit and multi-state hotel and restau- 
rant companies. Collectively, these M companies own, operate or 
have franchise agreements with .more than^ 55 thousand individual 
establishments and employ in excess of three million perisonsv 
Every member of the Institute utiliz^es Targeted Jobs Tax Credit and 
for many, ¥jTC is given the highest priority in their hiring 
criteria. Like the^ Institufb, the 44~JiieiDbeTs enthusiastically 
support passage of this legislation,* We firmly believe that TJTC 
has 'been one of the most effective Federal Government programs to 
attack and combat structural unemployment. Since its inception in 
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1979, utili^ntlbn ^^s gotten bettor and better as more businesses 
have, become aw/ire of its' existence. This is evidenced by the fact 
that for fiscal 1503, almost 1.3 million people were vouchered and 
4 31,000 were certified; both figur^^were double the FYia82 levels. 
While i^e were pl^flsed -to learir that the Adminlstriation supports a 
further extension of the progjirain we feel that a -one year extension, 
as i-ecommended in the Budget, is not enough. It is incumbent upon 
congress to send a message to business and industry, as well as to 
those iinemployed individuals whP can benefit.^from the program, that 
TJTC will not be abandoned. A five-year extension, as provided for 
in this bill, wduld b<> that message - 



^ho Institute h&^^Reaj;ed Ipefore Congressional Coinmittees on 
this issue a njamber ofi^time^ o^n both sides of the Capitol and has 
supported TJTq ever since its inception in the 1978 Revenue, Act. 
Dest)ite the continued indifference of the Federal agencies which 
are supposed to administer the program, despite the red-tape 
ercctedoin our efforts to obtain certification for eligible indivi- 
duals, and despite the empty claims by detractors that the program 
IS a mere windfall to employers* we stilj, believe that the program 
is working ahd working well and deserves^ to be extended. If it is 
acod for eligible employees ^ if it is go/Od for^ employers ^ and if it 
is good for the f-eder;a'l government, then nobody suffers, VJe intend 
to prqye tl'iat TO-TC is good for all concerned. We also intend to 
show that irJTC creates jobs, that it is not a windfall to employ- 
eii,, and .that Targ^s^ted Jcbis Ta-x CredrlJ: has been : successful in 
achieving- the goal Congress set for it. That goal was to assist 
the Structurally unemployed to find employment in the private 
sector. That is what TJTC ha£ done , 



«Th<i Comrnittee bolievoe it is ^ipproptiate to^^P^^^. . 
eroplQyment incentive^ on those indivi(Ju?\ls who hav>P^ high 
unemployjneF.t xatas And on ; pther groups Vith special 
employment nee(3s , 

House Repott 05-14 45 1 

ThQ. Targeted Oolps Tax Credit was. Wacted as part of the. 
Revenue Act of 1978, Bofore its scheduled expiration on December. 
31, 1901, Congress revised WTC and ejctend^^d it for an additional 
year, as part of the Economic Recovery Act. Then, as part of the 
Tax Equity and Fiscal ResponfUbility Act of 1983, TJTC yXs again 
extended' for two additional yea^s-.. In ^^c>i ^ of these enactments, 
Congress also dleaxed up a nuimber of controversial provisions which 
could have jeopardised cpntimiation. believe , firmly that, this 

fine tuning by Congress in the last th^ee tax laws has made^the 
program a better one. We believe firmly-^hat, while responding to 
the concerns of members of Congress, these, mo^itications have-not 
only improved the overall functioning of the program . but have also 
eliminated the stigma of the label ".S^ndf all" / longer is there 
retroactive certification; no Ibngcr ban tiheV.e be certification of 
/eligible individuals - after theyWe already been on the Employer's 
^ payroll, and no longer can there .be certification of persons who 
are not in need of an employment incentive in the private sector, 

in 'addition to urging adoption of a five year extension, we 
urge the Congress to continue to fine tune the overall program, to 
^ continue to make modifications and to|pontinue to respond to the 
concerns of critic^ and detractors. . . 
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TWK TARGETED JOBS TAX CREDIT 
OFFERS A WAY OUT OF POVERTY FOR 
THF S'rPUCTURALIA' UNEMPLOYED 

The Targeted Jobs Tax Credit offers a road out of poverty and 
joblesrwioss fpr pexs<^ns who are economically disadvantaged and who 
lack the basir skills or oxperionce to compete effectively on the 
job market. It. removes a veil of discrimination by providing in- 
centives to employers to tako a chance they might not normally take 
in tKeir hiring pra<:tices. it enhances jobs and career prospects 
for low income people and provides an incentive for employers to 
act according to self-interest while accomplishing Federal policy 
objectives . 

Dennis is Vhirty-seven^ years old and is slightly retard- 
ed, lie was hired by Saga Corporation's Education ' Food 
Service Division at South Dakota State University in 
August of 1982 as a TJTC eligible. He had previously 
worked a^ a janitor- in the CETA program and was hired by 
Saga as a janitor in the school's student union, ' He is 
now working as a storeroom supervisor and has gained 
seJ t-conf idence and has become a valuable employee. In 
moving up in position, he has also received regular 
salary increases. It is sad to say, but he had never 
ever received ^ pay raise before. 

As part ot our argument that TJTC offers -a way out of poverty 
for the economically disadvantaged and the structurally unemployed 
we feel that, at this time, we must aniwer the critics who say that 
the turnover rate of TJTC eligiblea/ is high and that the jobs 
eliqibles fill are are dead end jobs with no future. " 

in the food service industry, tlie turnover rate among TJTC 
eligible^ is no higher than our turnover rate for non-TJTC eliai- 
bles. That is not to say it ' is not high. We live with a hi^h 
turnover rate; it^i a low wage industry and it is hard work but at 
leasl this industry offers non-skilled individuals a foothold; a 

f 
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place Lo start. We provide 911 l^^y- T^vel jobs. As with most busi- 
nesses providing entry level jobs, we anticipate a hiyh tuxnover 
r^ate but no one 'can say that those joUs are dead-end jobs, because 
one cannot begin the cliinb up the economic ladder unless "one is 
willing to take the first step. 

Dieusunq Tran was one ot the Vietnamese boat people, 
driven from his homeland, along with hundreds of thou- 
sands of Southeast Asian refugees following the commujiist 
takeovi?r of Vietnam, Laos and Cambodia. Like^ many 
others , a 1 though well educated , his job opportunities 
were hampered, first because of language difficulties and 
also because of the economic climate in the United States 
at tliat time. nr. Sung, a TJTC eligible, was hired by 
Saga Corporation to work at its food service facility at , 
Seattle Pacific University in Scattsle, Washington as a 
dish room person. v;hile on tho ]ob, Mr. Sung also trans- 
lated the company's safety information, emergency plans 
and safety incentives intb Vietnancse for other workers. 
Kr. Sung no longer is employed by Saga Corporation. At 
present, he is a Teaching Assist.ant in Electronics at the 
CO 1 lege 1 eve 1 . f 

To those detractors, we can only repeat what respected critic, 

the late Heywood Broun wrote in 193*1: 

I - have knOvn people to }?top ^nd buy an app)e on the 
, cor;Ku and then walk away as if they had solvec^ the whole ' 
vniempl oymenjt problem. 



With TJT(\ we the employers and the Foder a 1^ Governirent 

are aoing something itioie*. Can our detractojy say th^^ seme? 

Targeted Jobs Tax Credit also provides employeis witli an 
opportunity to work a little longer training people who are phys- 
ically or me n t a 1 .1 y i mpa i 1 ed . ^ 

Steven Hiclman is a recent hire of Straw Hal PI :57 a 
Corporation through the summer Tarqeted Jobs Ta>^ Credit 
program. Steven has dys lexis which impairs his ability^ 
to read and, therefore, jeopardized his chances, of 
getting a -job. Because of the availability of the credit 
he was g iver rhe opportuni ty learn his job at a muc!^, 
iflowci pace allowing him to memorize the materials 
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. roquirod for hitJ job» 3uch an opportunity . could not have 
been affoi ded >StevGn h<!id there been no TJTC. 

t 

If they want to-stay on the job , ^t.hei-e ' s a place for them. 

Rudolfo Padilla is n Targeted Jobs Tax Credit "giradyate." 
The 27 year old has been employed by the S^iga Corporation 
since July 28, 1980 working in a food service occupation 
cit the Industrial Inden^nity Corporation's home office in 
. San Francisco, Rudy was referred to Saga by the Goodwill 
Industries after completing their food service training 
program and gaining the necessary skills to become a 
full-time employee. Prior Xo his participation in the 
Goodwill program, he had^ participated in two other 
training programs sponsor/d by the California Department, 
of Rehabilitation but bo^th fapLled to provide subsequent 
emplofment. Prior to/ being employed at Industrial 
Indemnity , ' Rudy had b^en unemployed for more than two 
years. 

There are maijy "TJTC graduates" who have gained enough part- 
time work experience while students in cooperative education pro- 
grams to become productive full time employees. 

The University of Wisconsin - Oshkosh participates in a 
Cooperative Education and Work Experience Proq(Sram through 
throe high schools in Oshkosh- tlarie Miller was employed 
as a student "in the co-op program from September 1979 
until June 19G0. When she graduated from high school, 
she billed out a regular application and as soon as an 
opening occurred in April 1901, she was hired, full time. 
During t'his interim she continued as o part tinife employee 
dividing her time between work and taking additional 
- courses T>t Fox Valley Technical School, Marie worked as 
a ^ line - server for two years and has just signed for a 
cook's job. ' She has progressed rapidly in training as a 
cook, acj3?ording to her supervisors, because of her previ- 
ous training as a cook's aide while still a TJTC eligi- 
ble. ■ 
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EXPLODING SOME MYTHS ABOUT 
TARGETED JOBS TAX CREDIT 
UTH.T2ATI0N DY BUSINESS 



While we have? the opportunity and the attention of the members 
of. this- xiistinquisheid ConunitLee, we wish to. Gnawer some of th'e 
critics of this program whb are quick to sa\r that Targeted Jobs 'i)ax 
Credit i.*5 a mere "windfall" to emyloy«rs; that employers are 
obtaining tax Credits for hiring perscnq ihey woulc\ have hired had 
the credit not existed. 



The Targeted Joba Tax Credit does inde^^cja^f f^</t our members* 
hiring dec it. ions. Out members go to considerable time, expense and 
effort to set k out eligible individuals ffom all seven categories. 
Many have hired in-house TJTC coordinators who travel about the 
country discussing wj.th district, regional ana unit managers ways 
to increase TJTC utilization. In management training programs of 
ou| (tuMubets, there arc orientation sections on TJTC. Training 
materials are designed to recruit TJTC eligibltfS. Several com- 
panies motivate store managers to hire TJTC eligibles by providing 
cash bonusc!-. for each eligible hired. 

WitJi fitiu^, dedicated commitniji'nts from senior mahagement 
officials, including, in some instances, presidents and chief 
O'ccutive officers^ corporate training program.^ for management 
pt^Honnel liave been 5>et up to include extensive discussion on TJTC. 
:n .several ini>tanccs, member companies have changed corporate hir- 
mq policies ~- one compony whicii liired only persons over 10 years 
oi aqc charuiod ttiai policy to include 16 and 17 year olds and then 
c tea tec i:cw Tohs within their establ i shmentr, for 16 and 17 year 
old^■ to fill. On Pectunber^' 1 ? , this company which operato.d 



234 



ERIC ^ 



230 

640 rootniirants in approximate ly 17 states had hirod only 120 TJTC 
eligiblos. One year lafor, that ftumbor grew, to 1,625 in ^51 
restaurants. Of those 1,625 eligiblos hired, 230 were 16 and 17 
year olds. , 

Ac ^nrindu^tiy, we have tried to fill the void created by the 
indif f eren-ce of Federal agencier, mandated by Congress to administer 
the program by instructing our members, as T?eJ 1 as non-membors 
regarding methods to seek out eligible individuals. We have urged 
continuously over the past several ye^irs, as has the Chairman of 
, this .Subcommittee/ for the Internal Revenue .Service to finalize 
their proposed rules regarding applicationVf TJTC. they are s^ill 
not final. Our members have spoken before^ndustry -and community 
groups sharing with all of them our employment strategies with 
respect, tc>^TJTC. ^ ^ 

r 

\ 

\ In furthering the TJTC program as a whole, our members have 

f 

, A^so been able to develop a closer rapport with conununity groups in 
iireas where they have operations. Several companies have developed 
cooperative agreements with community self-help groups and communi- 
•t> organizations whlrli work to develop ^ob opportunities for 
disadvantagad individuals. 

For the record, I have attached to this statement a list of 
several oj the xi>rganizat ions with whom our members have Mj^en 
working. Tlu\s list is, by no means, complete, rather it reptosonts 
a CI Ci:.s-5Qct ion of repr esentative-type .groups, . 
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^ui* metnbers and the Institute put <\* great deal of work into 
making TJTC work and we virgo that t.his legislation bcf favorably 
con side reel . 

Another myth that has been allctwod to .fester is that the 

Targeted Jobs Tax Credit is a drain on the Treasury, If this is 

SO, then TJTC in as much a diain on the Trcjasvixy as accoleiated 

I 

deprcjci ation , investment tax credits, energy t^x credits, etc. The 
difference between those creJits and Targeted Jol^s Tax Credit is 
that the lattoi is an investment in human capital. It is to labor 
intensive indvistries exactly what investment tax credit is to 
capital intensive industries. If I buy a machine .that puts people 
out of work, the Federal Government will allow me to* write off that 
machine in five years to I can buy more machines to put more people 
out oE work. 

Lets turn to what Targ^otod Jobs Tax Credit means in terms of 

government I'^xp^n^i tures . V.'hen Targeted Jobs Tax Credit was last 

extent^ed £or two years by the Tax Kguity And Fiscal Responsibility 

Act, the Treasury estimated that it would cost t3ie Government $182 

million in 190 J and a total of $1 , 04 9 billioji over five years 

through 1907. V;hat. this does nc^t take into account is revenue gain 
■» . ' 

through receipt o( Federal i income ta><QS from the TJTC eligible 
ill red, the p<^^yment of FJCA taxes, FUTA taxes, the elimination of 
ijtate and loc^' I assistance payniunts, etc. 7 

Take iw, *out^of-work individual, married with one child and 
give him a job through the TJTC making $ IS, 000 a year. At the end 
ot one ycuu, ihe company for whoj» he wont to v^ork is able to claim 
» ax credit oi $3,000. Since the deduction of wages is reduced by 
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that Amount, tha credit In thts Gmploye^r'r. taxes: for hiring this 
individual id about $900 {for «in employer * i ii a 70% tax bracket). 

^ « Beforo I he hiring, all money transactions with t.hat person by 
government were outlays uneniploymtjnt Insurance, AFnc paymontij, 

stato and local welfare paymentrtv 

>\ 

After tho hiring, tlie t.ri\nsactions are, for the most part, 
r evt^T Bed , the Federal Govprnmont . receivRS $1,2'13 in (.estimated 
federal income iq-k withholding, a total of $2,010 in conibinod 
c>mployer-employ<^e Social Security Tax and $24 5 in- Federal unemploy- 
ment tax. 

There aro . revenue gains and those gains make the entire 
program c6st olfoctive, probably the most cost-effective program 
within tlie tedcral government tor creating employment. Dollar for 
doJlar, it m tho best vehic,le avaiXablet for reducing unemployment 
and tho most effective manner to utilize tax expenditures for the 
creation of jobs because it stimulates employment without acceL.- 
erasing inflation. * / 

We sincerely hope that this Commit tec and the Congress 'will 
extend the entire pi cxjram for five additional yeaVs. Tl^o five-year 
extension ii\ absolutely essential Sf Tai^getcd Jobs Trx Credit 'is to 
accomplish what it is intended to do. As we have seen in the past, 

•^,hero was a substantial reduction in ut,ili7ation during the final 
year of the procjram eacli time it was due to expire. Buwinesses 
that want to become involved ^iiU the program on a full scale basis 

/\re apprehensive about spending the tame, money and resources 
necessary when they boJievc the program will expire, A five year 

extension will send those busiiiesses a message that Congrej|p will 

not' let the program die. 

We woutd be liappy to answer any question you may have. 
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ATTACHMENT - — 

COMMUNITY SELF-HELP GROUPS WITH WFIQM FLI MEMBERS 
HAVE WORKED TO DEVELOP JOB OPPORTUNITIES FOR 
DISADVANTAGED INDIVIDUALS 

° Goodwill Industries, San Francisco, CA 
" YMCA Refugee Job Service, San Francisco, CA 
^ Chinatown Resource Development Center, San Francisco, CA 
^ Center for Southeast Asian Refugee Settlement, San Francisco, CA 
° Mayor's Committee for the Employment Of the Handicapped, San 
Francisco, CA 

Mount Diablo Rehabilitation Services, Pleasant Hills, CA 
° Greater Washington Board 'of Trade, Washington, D.C. 
^ AFL-Cro Appalachian Council, Charleston, W.Va. 
° Alcohol Ro^iabil i tation Center, State of Maryland 
^ J>roject Breakthrough (Parole/Probation) , State of Maryland 

New England Association of Business, Industry and Rehabilitation, 

Woodbridge, CT 
° Abilit;y Center of DATAHR, Inc., Danbury, CT 
^ The Constructive Workshops, New Britain, CT 

Easter Seal Community Job Shop, watorbury, CT 
° Easter. Seal Goodwill Industry, Now Haven. ^CT" 
° Easter Seal Rehabilitation Center in No^ich, Stanford, 

Bridgeport, and Hartford, CT 
^ Divisions of Vocational Rehabilitation in Haxtford, Waterbury and 

Bridgeport, CT 

° WI^ Programs in Bridgeport, Bristol, Hartford, Meriden and 
Manchester, CT 

^ Parents and Friends of Retarded Citizens, Bridgeport, CT 
^ Respond Inc., New Haven, CT 

^ Urban League of Greater New JJaven, New Haven, CT 
° Aces Academy, Hamden, CT 

° Association of Retarded Citizens, Hartford, CT 

Minority Employment Program, Springfield, MA 
^ Springfiefd Urban League, Springfield, MA , 
^ New England Farm Workers Council, Springfield, MA 
New England Farm Workers Council, Holyokev MA 
V^eltare Service Of f ice , , Westf ield , MA 
welfaro Service Office, Greenfield, MA 
Em^^ioyraent Training Program, Holyoke, MA 

welfare Service Office, Spr ingf i'fe Id , MA . ^ 
welfare Service Office, Pittsfieid, MA 
^ Private Sector Summer Jobs Program, Springfield, MA 
^ Incentive Community Enterprises Inc., Northhampton, MA 
Career Development Services, West Springfield, MA 
Prospect House, Worcester, MA 

Opportunities Industrialization Center, Boston, MA 
^ jobs for Youth - Boston, Inc., Boston, MA 
^ Cornerstone House, Boston, MA 
^ Urban League ot Eastern Mass., Boston MA 

Job Matching Center, Walt ham, MA 
^ Association ior Retarded Citi7^ens, Waltham, MA 
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^ Center for OccTupationfll Awareness, Chelmsford, MA 
^ Eitat Middleittx Indu«triea, Stoneham, ma 
^ Project Triangle, Inc., Maiden, MA 
^ Unitas, inc., Lowell, MA 

N.A.A.C.P., Myannisv MA 
^ Cape Cod Tech, Han^rich, MA 

Jobs for Bay State Graduates, Tauntpn, MA 
^ Pride Workshop, Cambridge, MA v 
^ bJaw Bedford Consortium, Now Bedford, MA 

Q National Research & Demonstration Institute , Waltham, MA 

^ Alcohol Rehabilitation Center, Jackson, MS 

^ Vocational Rehabilitation Center, Norfolk, VA 

Q Ohio Rehabilitation Services Commission, Dayton, OH 

^ Work Release Program, Columbia, sc 

Work Release Program, Florence, SC V 
^ Goodwill Industries of North Florida, Jacksonville FL 

Roosevelt Warm Springs Institute for Rehabilitation Warm 
^ Springs, GA" 

^ Learning Skills, Houston, TX 

The Rehabilitation Institute, St. James NY 

HemfisteLf^NY^ Commission for the Blind'and Visually Handicapped, 
Q Nassau County Probation Dept., Mineola, NY 

Suffolk Assn. for Children wi th- Learning Disabilities, Dix Hills, 

^ The Friendship House, Hackensack, NJ 

Community Mental Health 'Operations , Palerson, NJ 
Urban League of Westchester County, White Plains NY 
Urban Leagues of Englewood, Moorestown, and Newark, NJ 
Farm Worker Opportun i ty ,' Allen town , PA^ 



Senator Hc;iNz. I feel 1 have asked every question that I could 
think up. Are there any answers you v^^ould like to provide for any 
questions I haven't asked? 

Mr. GouLDKH, I would Jike to follow up on a question you asked 
earlier. * 

^ I think the TJTC Program does introduce people to the work 
ethic that would not otherwise have gotten jobs. I think this is very 
importaiTt. I think this is more important than getting them into a 
higher priced job. Once they are 'introduced to this work ethic, I 
think they are well on the way toward useful, gainful employment 
and higher paying jofcs. This bill, does do that. 

Senator Hkinz. Thank you. 

Any other comments? 

fNo response,] 

Senator Hkinz. If not, I want to thank you all for being patient 
here. One of the hardest things to ^ is to be last. And I thank you 
lor your excellent contributions.- ^ 

The hearing is adjourned. 

IThe prepared statement of Dr. Lee Bbwes Freemont^Smith fol- 
lows:] 
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TESTIMONY TO SENATE riNANCE COMMITTEE 
Or. Leo Bowes Fremon t-Smi th 



My name Is Lee Fremont-Smi th . I am here in support of 



Senate IJill 210S- I am P'rosidcint of Transitional Employment 
En tecpr ises , Inc. (TEE), a non-~profit i\cjency undet contract with 
12*> private trrms in Masjsachusetts and New Hampshire. Over the 
past 10 years, private companies have hired from ua 3,000 workers 
who w<5re on welfare, handicapped, labeled mentally retarded, and 
over fifty- five years of age. The private corporations have 
paid for 4 0^ of the program money that otherwise would have 
been taxpayers* dollars. We have uswd the Targeted Jobs Tax 
Credit: (TJTC) successfully and in a useful, inst.ructive wny. 
During the pa?;t two years, I conducted a study which is now part 
of a forthcoming book ent .itled. No One N?ed Apply . This study 
explores how and wliy government-sponsored employment programs' 
work and what can be done to those that don't wo]^. TJTC wasv.a 
cr r tica xjpar t of this study- 

I am going to convey four points to you. First, I will tell 
you some facts about TJTC from my hands-on experience with private 
companies and give you data from my study. Second, I will give 
you an analysis of why TJTC hasn't worked. Third, I will tell 
you how it can work. Fourth, you will be told why it is important: 
to support Senate Bill 2185. I will tell you when I begin and end 
each point so tliat you will know where 1 am in the discussion^. 
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I am n<)w boginnlng point nunxbou on e : Fact;s about TJTC . 
We used TOrrc as part of a comprchens ivei packaye which is marJ^eted 
to private companies. I atn holding up whin 1.) right brochure 
which wo uae t:o the program. As you can yee, one of the 

questions wc ask employers is: "Do you make use of lax credits?" 
This brochure was designed and is marketed as a private corporation 
se 1 1 s a new produc t to customers . Let me eKpl.ain how i t works , 
with a specific example at Digital Equipnent Corporation (DEC), 
DEC, locdvted in Maynard, Massachusetts, had a need to liire skilled 
w6id processinq secretaries and wanted ^to increase minority hiring. 
They also had 100 jobs open. TjEE negotiated to train women on 
welfare to type 55 words-per-minute if DEC provided word processing 
traLnincj i-n their training department. Anyone completing the 
training would start on TEE ' s payroll working in rocjfular jobs at 
the DEC plant. TEE provxaes transportation from the inner -city 
of Boston, back-up support services anG an on-site representative 
to facilitate the transition into full-tima work. 

While the women are working at DEC, TEE receives $7.50 an hour 
from DEC and, in turn, pays the worker. For each woi^ker DEC 
hireSr TEE processes the TJTC paperwork for the company, uirough 
t!ie Division of Employment Security (DES) . In addition, TEE lias 
begun to facil'itatp the TJTC sys^tem for other workers DEC hires. 
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Now, to Uhci Btydy'a findings . Irf a sLi ^tiLified random 
sample of employers around Boston, it was found that only 24% of 
the firms had ever used TJTC and of these half used outside f'ii-ms^-*'^ 
to process TJTC. Of those not participating, 39% thought tlic ruloc 
and paperwork were too coniplicnted , The romainimj 36% wore * 
unawcire of the program or thouglit they didn't have a situation 
that- warranted usinq it since their ta?c bracket was so low. 

These ^indincjs are m keepinq with studies conducted by 

the* Con<^i f?ssiona I Budget Office and Brandeis Universit.y vh.ich 

found, in tjen^ral, employers were ur.willinq to pa^rtjcipate in the 

) 

pro(jrarn. ' 

I have now finished poi'nt one in which T. qiwe you facts about 
TJi;c an i wiJl,,qo on to point two: Wj[iy the Prog rain Ha sn't Worked. 
* 1 qu<.>to from cx company interview. 

It * s d i f f i i-u J t^ t o yet a pe r ...on to d e c 1 a re h imse 1 f 
hand J vrapped , disadvantaged oi,. unemployed at the^ time 
•J f a pp I i ca { 1 on . The n I h e re is difficult y se nd r ng t hem 
over tv) DKS to be cort.vfied- What if they don't work out? 
Then you couM be liable because they think it is because 
of their problems. We don't have tlie services to help them. 

} Thi'j quote illustrates employer probXeJiis. They are afraid of 
asking t^rnsitive quest ion n whic-h may be used as a way to reject 
the workei before or du i i nq a hire. Also they don't want to be 
directly involve^! with the government. DHS , which is responsible 
1 r I > I r>c e svs i n -.j T ^ JTC , i a r e g u 1 a t o r y r m o f q over nme t a ro u nd 
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emplayeo issues. In my otucTy/. T found the culture of distrust 
of business toward cjovernment to be so great that many employers, 
despite cost savings, would rather n<)t deal with the government. 
Finally, without a back-up program of support and training, 
employers are afraid of hiding and firincf people who need ^ 
transitional training and support to be successful.. 

Other employers were shocked to hear of tl>e program. A 
surprising number (36%) were not aware of T JTC . Some feel this is 
because the Employment Service, which is responsible for processing 
the forms, has not developed a relationship with businesses or has 
had a negative experienc9 with that business in the past. 

Finally, TJTC assumes hiring decisions are made by employers 
on objective criteria, such as skill level, or cost of training 
or employment cost. In my study, I found that even in entry-level , 
positions employers make hiring decisions based on networks. 
It is who you know, not what you know. Interviews and tests are 
inadequate to determine how a person will do on the job. And in 
the growing service sector, it is s6cial skills, not technical 
skills, that matter. Referrals from friends or other workers 
are safe bets for having those social skills. From a company's 
perspective, this "hiring by wiring" is rational — at works. 
From the person TJTC is designed to target, cost-savings to an 
employer is not enough to overcome the formidable barriers. 
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This ia the end of my second point on why the program hasn't 

worked well. I will now present point fchree: How the Proqrara 
' J , » 

1 Can Work- Effectively . 

*■ 

There are a -few lessons which can he leaVned from business 
about how to introduce a. new product into the marketplace which 
are helpful In implementing TJTC, These techniques theQretically 
are contained in the concepts of innovation, adoption and diffusion, 
TJTC is a goyernment innovation designed to stimulate demand pn 
•the part of business for worker j they otherwise would not hire. 
Dy qetting these people jobs, the government should lower the cost 

of dependency payments smd, therefore, save money. By lowering 

' ■ ^ \ ' ^ 

labor costs, business should be stimulated, hopefully, to hire 

more workers. To get TJTC adopted by companies, the government 

needs to understand that innovation and change is antithetical to 

organizations' normal behavior. People and organiz^ftions do not 

like to change. GoVernmeyt can not assume a bread upon water 

approach of throwing a program out there without a campaign to get 

it adopted. This can include cost effectiveness data,' pay-back 

information, and t ime-ef 'f icienc^^ data for business. Documentation 

of case ^utdiGs in well-known companies is effective. Diffusion of 

the innovation c^in be, facil itated through 'communicat ion, ""and the. 

use </i well-known opinion leaders who have made the program work 

for them. Also a reward system which recognizes certain businesses 

or individuals for their outstanding work would help market the 

program to new businesses. 
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A. . , , 

Anrfther aspect of mftking the progrsm work effectively is 
using outside agencies, intermediaries, whicSh are not viewed as 

government but are or appear to be businesses marketing the 

> 

program to other businesses- This is the "case with my oi-ganization 
TEE, which is seen by the companies vJe work with as a business. 
Finally, packaging TJTC part of a comprehensive set of services 
for the workers and business will allow the workers to overcome 
the formidable barriers that exist to getting a job. The program 
becomes their network and trains and supports them in their 
first months of work, giving them a better chance of success and 
business- a better viei^of. T JTC ' s benefits. 

* •• • * 

Point three, how to make it work, is concluded. I am now 
on the final point ( four ) : Wliy I Suppoyt the Extension TJTC - 

> 

It constantly surprised me how quickly we become complacent 

/ - . 

about employment levels when the level is going down. Unemployment 

at 8% has been enough to get politicians thrown out of office 

when it is rising. Right now, however, compared to the 10.8% 

a little over a year . ago, we feel that we are in great shape. 

We are not. There are still millions of people who want and need 

jobs, especially the severely disadvantaged people TJTC is designed 

to help- 
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TJTC in a ptogxram that o^n be effective. 'I know, that 
Secrei:ary Donovan has proposed to market TJTC. This is already 
beginning to be effective. This should be the first step in 
tying TJTC into a comprehensive program of training, placement 
and support. 

Part of the reason business has a negative view of government 
is that government policies come ^tid go. It is difficult to re- 
arrange a business to work with a new program when you know 
tomorrow it may be gone. TJTC is beginning to b6 adopted by 
business. It would be a setback to throw out this program and 
reinforce the distrust businesJs feels toward government. 

Finally, X believe that without'TJTC there are women on' 
welfare, people who are handicapped, and others who will not get 
jobs. There are no other direct employment incentives available. 
Without TJTC, the^ cc^tintry will lose a mu^h needed public-private 
partnership. 

[Whereupon, at 5:01 p,m,, the heapng was concluded,] 
[By direction of the chairman the following corruiiunications were 
made a part of the hearing record:] 
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* before the 

SENATE FINANCE ECONOMIC 
GROWTH AND EMPLOYMENT SUBCOMMITTEE 

'on 

-TARGETEp JOBS TAX CREDIT . 
(^2185) ' 



American Hotel & Motel Association 
1819 L Street, jaW, Suite 600 
Washington, DC 2003G 
(202) 223-6872 



March 2, 1984 
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The AmeAcon Hotel & Motel Association is a foderation of 
hotel and motAl associations located in the fifty states, the 
District of dplumbia, Puerto Rico and the Virgin Islands, 
having a memb^sh/p in- excess of 8,500 hotels and motels 
accounting for ^^^r one million rentable rooms. Inclusive in 
our membership are all of the major hotel and mqtel chains. - 

The hotel/motel industry considers the targeted jobs tax 
credit an €(/fective stimulus in the hiring of the people in the 
various targe ted groups . The credit encourages our industry to 
hire more peqple, and specifically to hire those who often have 
difficulty entering into a career. The tax credit benefits our 
companies, benefits the country, and helps the peopVe who are 
hired. . 

'It IS importaht that the credit be extended for five years 
so that our companies can plan and predict their hiring prac- 
tices. This tax credit is the perfect catalyst to get priva-.te 
industry involved in helping unemployed youths and others to 
becoifte part of the job market. 

Cbnsequentl^, we support, S. 2105, Sena tor^ He inz ' s bi 11 to 
extend the credit through 1990. 

To put the tax credit into some perspective, the following 
are some excerpts on employment in the lodging industry as 
discussed in a study on the lodging industry conducted by the 
national accounting firm of Laventhol & Horwath and completed 
in July, 1982- 

The average ^nnual rate of increase in employment in the 
lodging industry .from 1977 to 1901 was 4.2 percent, according 
to the U.S. Bureau of Labor Statistics. The same' source 
estimates the average number of employees in the lodging 
industjry during 1981 was 1,075,700, The number of production 
or non-supervisory positions was 984,900 or almost 92 percent 
of all workers. The following breakdown, by job category, 
emphasizes the high percentage of semi-skilled and unskilled 
workers in this industry. 
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198 1_ Egtiniated L odging I n<3ua try grRploynient by Job Category 



Nunibor of 
Employees 



Percent of 
' . Total 



.16 



Ji(3|b^^^^egot^ 

Professionals and managers SG^Q-OO 

Sales and cleric<)ls* 172,100 

f 

Production and maintenance 75,300 
Service; 

Housekeeping 301,200 

Kood and beverage^ 387,300 

Other - 5 3, 800 

To tar * ' 1,075,700 

Source:' U.S> Bureau of Labor Statistics 

Lodging industry operators have cited labo3# costs as one 
of the 'indOstry • s fastest growing expenses. Total industry 
wages were approximately $8.3 bill^ion, or 28.6 percent of total 
revenues, in 1981. A major %ictor contributing to these 
escalating costs has bee^n average hourly earnings which in-- 
creased at an average annual rate of 10,0 percent from 1977 to 
1981. 

To counteract wage increases', employers have hired em- 
ployees at a less rapid pace. Lodging industry employment 
increased at an average annual rate of 4,2 percent, from 1977* 
to 1981, Another practice has been to hire more part--tim^ 
w<3rkGrs. 

Sta.tistics which reflect employment trends are summarized 
be 1 ow : " 

Lodg i ng_ I n^u s t rj' Emp loymen t and Wages 19'77- 1981 



Number of employees 

Average hourly earnings 

Average weekly hours/ 
employee 

Average weekly earnings/ 
employoo 



^ 192.7 
913,000 
$3.31 
^31.2 

$103 



1981 
1,075,700 
$4\ 85 
- 30,6 

$148 



Annual Average 
i n crease . 

4 , 2% 

10,0 

( .5) 

9.5 . 



Total industry wages $4,903 billion $8,302 billion 
Source: U.S. Bureau of Labor Statistics 
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The*3t at ist ica show the high cost ol' labor in the industry 
and, consequently, emphasi/.eB tlie importance of the t'ax credit 
0 3 a h i r i ng s t i mu i u s . 

The targeted jobs tax credit is utilized by many hotel/ 
, mo'tel coiupanies. The credit is a simple mechanism and has been 
prov^en erfoctive. We urge you to support S. 2185 eind to extend 
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STATEMENT BEFORE THE SENATE BUDGET & TAXATION COMMITTEE 

BY HAROLD 0* FLAHERTY * ' ^ 



REPRESENTING INVE^STORS MANAGEMENT CORPORATION 
OF RALEXGH, NORTH CAROLINA 



Investors Manageinfent Corporation is a leader in tha food 
service industry. I'm here today representing this company to 
urge the Congress of the United States, today the Sen,ate .of the 
United States, .to pass lagisl'atipn which., will continue the 
Targeted Jobs Tax Credit Pr<;^graTn. 

. The Targeto^c^ Jobs Tax Credit Program offers a' very viable / 
partnership between government and the privat^e sector. The / 
implementation of the legislation has made it clear that govern- 
ment and the private sector can work reasonably together for the 
mutual aggrandizement of those who are traditionally underserved 
in our populatioti. The prcgram fosters the concept that indiv- 
iduals should be i;^x payees rather than tax consumers . This 
philosophy focuses upon" the dignity, worth and contrl)Dution of 
the individual; in essence, democracy is about the personal 
liberation 6f the individual in order that he or she might 
architect l^is or her own destiny. 

The Targeted Jobs Tax Credit Program has made it possible 
for individuals to go to work and to support themselves. Many 
hundreds of thousands of people have been taken off the welfare 
rolls and have been made tax payers. 

The key factor in making the Targeted Jobs Tax Credit Program 
a success is that an incentive has been provided to the private 
sector to hire individuals who are unskilled and provide th^ an 
opportunity for both gainful employment and training. The $3000 
tax credit nper individual provides an incentive to employers to 
take the risk of hiring" those who have been hard to jnaintain on 
the employment rolls. The special* incentive , i.e* 85% of the 
firat $6000 earned, is made available to employers to hire under- 
served youth, 16 and 17 years of age, particularly in the .summer- 
time. This option of the program keeps high-energy type individ- 
uals off the street and in a more structured environment so that 
they indeed have the opportunity of making a. personal and societal 
contribution. ^ 
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ThoflG opposing the continutince of the legislation state that 
the Targeted Jobs Tax Credit Program will cost the government a 
billion cellars over the next three years. We submit that, if 
100^000 persons are maintained through federal relief programs 
who could be hired under TJTCP the cost to the federal government 
will be in the neighborhood of GOO million dollars a year, or 2.4 
billion dollars over three years, or 4 billion dollars over five 
years. These numbers suggest that "the juice is wortl^ the ^aqueez 

My company Investors Management Corporation, wholly owns 
several major restaurant chains. Principal elmong those is the 
tlolden Corral Family Steak House. We will be taking forthright 
steps to train our partner/managers in the ramifications and 
strategies of implementing the Targeted Jobs Tax Credit Program 
in o^dor that many of the 2800 new hires will be certified under 
this progr2uti. This certification offers a tax benefit to my 
company, but more importantly, a new work opportunity for an 
individual who is in need and who is interested in taking ad- 
vantage of the best that the American dream has to offer. 

In concliision, let me state on a jpersonal basis that no one 
in this room appreciates more the opportunity to work than I. I 
am blind. The fact of life I always feaVed was that I would 
never find an opportunity for gainful employment when becoming an 
adult, I've had a wonderful career both As a Federal civil 
servant in V'?ashington , as well as a priy^te consultant. These 
opportuui ties make it absolutely clear to me that the creative 
par tnorsliip, wtidLcl^ must be in place if we are going to reSluce 
unemployment, between Washington and corporate America is best 
represented by the potential implicit in the Targeted Jobs Tax 
Credit Program. 

I thank you for the opportunity of sharing these comments 
before your outstanding committed^. 
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UNITED STATES SENATE COMWITTEE ON FINANCE 
SUBCOMMITTEE ON ECONOMIC GROWTH, EMPLOYMENT 
AND REVENUE SHARING. 

S. 2185 Extension of the Targeted jShs 
Tax Credit ' ' ^ 

Statement of Grant R. Sykes, Institute for 
the Study and Encouragement of Cpmmon 
Sense Economi.cs 



I am happy to make the views of the Institute known 
on S. 2185. 



It was only a short time ago that the Senate Finance 
Committee posed the Question "Can efforts to reduce the 



was Noo Currently a bi-partisan group is supposed to 
be searching for m^ans to reduce the deficit a"" 

Now, if the Senate Finance Committee and other 
partisans bewailing the growth of the budget are serious, 
then S. 2185 is a good place to begin. The jobs tax 
credit is not a job creating measure; it is just one 
more tax loophole that should be pluggedo The jobs tax 
credit to the contrary encourages .longer periods of 
feeding at the unemployment trough o In fact it would 
be less costly to replace unemployinent insurance with 
Public Works type jobs than to continue the present 
dole systemo So 2185 will encourage employers to favor 
etriplo^o^ient of laay workers over ambitious ones^ It is 
a tax loophole generated by misguided, piioney sympathie^ 
propagated by a self-serving handful hoping to escape 
paying their fair share of the tax burden by pushing 
it on others o These' flagrant tax loopholes must be ^ 
curtailed NOW. ^ . 

Thank you very muchc 



March 2, I98U Room SD 215 
Dirksen Building 



budget deficit be postponed? 



The overwhelming response 



Grant R. Sykes^^ 
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* Interstate Conference of 

Employment Security Agencies* Inc 
March , 1984 

Mr. Chainiwn, we appreciate the opportunity to have our statenicnt 
Included as part of the written record in association with the hearing 
that you sponsored on March 2, 1984, regarding the Targeted Jobs Tax 
Credit (TJTC). The Interstate Conference of Employment Security Agencies, 
Inc. (ICESA), is composed of Administrators of the State Unemp^yment 
Insurance and Employment Service programs in t/ie 50 states, the District 
of Columbia, Puerto Rico and the Virgin Islands. Because it ts the 
State Employment Security Agencies (SESAs) which are statutorily designated 
to issue the TJTC certi f ication f and , therefore, administer the statewide 
program, we believe we are in a unique position to comment on your measure 
(S.2105). . 

As you well know, the TJTC Program did not always enjoy the success 
which now characterizes the Program. The first full year of operation, 
1979. was a difficult one in terms of establishing state operations and 
procedures, but particularly in educating employers about the credit. 
Our Federal partners in this major effort, the Department of Labor and 
Internal Revenue Service, were slow to develop and distribute supporting 
publicity, and much of the material that finally made its way to the states 
was not effective. The State Employment Security Agencies nwdi f led a 
great many ofi^he federally developed products ahd, in a substantial 
number of states, developed alternatives— often at their own expense. 
By 1980, the Program began ^to take hold despite a slow start, several 
administrative changes, and uncertainty on the part of the private sector 
as to the life of the Program. 
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Figures released by the U.S. Departrtient »of Labor (enclosed) for fiscal 
year 1983 reveal over»a lOOX Increase In both the Issuance of certifications 
and vouchers A'rom FY 1982. Probably of equal Importance is the fact t[\H 
every target group shared in this iinpV'esslvo gai^t; it was not duo to the 

recent addition of economically disadvaotaged summer youth, as many had 

\ - . 

predicted. Wo can say with confidence that employers have accepted this 

' '-^ 

Program and^are participating at unprecedented levels. We see, first hand, 
that the target groups are having opportunities open to them where few 
existed In the past. The Targeted Jobs Tax Credit Program has helped 
these individuals overcome substantial barriers to employment, and the 
purpose behind the Program is being met. The Interstate Conferenc^^ support^v" 
the reauthorization of the tax credit without any legislative changes, as 
outlined in S.2185, The extension through 1989 will provide greater 
stability to the Program, increasing employi&r confidence and involvement. 
However, there 1s one significant -issue that has been Ignored by the 
Administration and not sufficiently addressed In approfJVlatlon measures-- 
the provision of adequate administrative funds. 

As mentioned previously, the Program has finally taken hold after 
years pf struggle and underutnlizatioi\, and We now have results that show 
a doubling Tn size betwben''T9a2 and 1903. The success of the Program is 
surely attributable to the many groups that serve the eligible clientele 
as well as to the various business organizations which assisted in 
promoting the credit among their members. But we contend there is an 
unsung hero among thest groups--the statutorily designated State Employment ^ 
Security Agencies. Despite the increased popularity and use of the TJTC 
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Program, the SESAs have had to manage with the same $20M level over the 
last three years. The rate of Program expansion in FY 1984 will., in 
most states, -result in the complete expenditure of administrative funds 

vwithin the next 60 days. As has been the case In the past, the SESAs 
will forced to utilize scarce resources within their basic operating 
grant which is provided to run this nation's labor exchange systejji. We 
wish to emphasize that over the last three years^t this basic grant has 
been reduced t)y approximately 25X, resulting In the closure of an esti- 
mated 500 local offices^nd the Ipss of over 7,000 employment security 

' staff. You can understand, therefore, our deep concern for securing 
adequa^te administrative resources for the TJTC Program. j ^ 

^ ' ■■ • 

There has Vfeen a great deal of discussion concerning the doubling of 
certifications issued from FY 1982 to FY 1983, However, this is only one 
.part of the administrative process that accounts for the costs of success- 
fu1_j)rogram operations. The iirore significant outlay is attributable to 
vouchering, which in FY 1983 increased to 1,286,947 from an aniount less 
tha;i half this size in FY 1982- The actual certification issuance" 
process administered by the SESAs involves only one form and is relatively 
short in duration. Vouchering, on tbe other hapd, requires that SESA 
staff spend an average of^30 minutes with each applicant and. requires 
the completion of two forms including substantial verification in many 
instances. The majority of administrative costs, therefore, are asso- 
dated with the voMChering process. 
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In tostlnwny befor? tho Congress last year, we asked for a total of 
$40M. In TJTC administrative funding. Based on our analysis of Program 
utilization for the first quarter of the current fiscal year, and in 
anticipation of the continued success of the special disadvantaged 
sutler youth category, we estii^te that the SESAs will require 'a minimum 
of $45M to adequately administer the Program ir, FY* 1985^ In addition, V 
would encourage your Subconitiittee tCwOrk with the Administration -in 
developing an allocatlotr fiiethodology that is primarily based" on the 
number of eligible chents, but also takes into account productivity. '"^^ . 

' A related issue that we want to -bring to your attention concerns the - 
Administration's plan to change the^source of TJTC administrative funding 
from general revenues to FUTA (Federal Unemployment Tax Act). First, we 
question the legality of using FUTA funds for this purpose and encourage 
the Subconm^ee to seek an answer to this specific issue. But even nK)ro 
importantly, we strongly object to this change because of the limited 
FUTA rj^ources which are, by statute, targeted for the Unemployment 
msuranoe and Employment Service Programs. If sanctioned by the Congress, 
'this would be yet' another drain on the FUTA funded Employment Security 
Administration ftccclint. prop/)sed by the Administration. 

This concludelour statement for the record. On behalf of the members 
of the interstate clference of Employment Security Agencies, Inc.. we 
appreciate the (^S^tunity to present our vie'ws on the Targeted Jobs Tax 
Credit and pledge to you and /your Subcon^.ittee our continued support. 
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JOB 
SERVICE 

OF IOWA 



February 23, 1904 



nkhsrd G. Frtwnan^ Acting Diivctor 



to wm Oepartmen t of Job Serv/ce 

1000 E^t Gaind Avftnue, Pes Mohm, Iowa 50319 
Phono: {515} 281-5387 

4 



Rodorlck DoArment* Chiof Covin sel • 
CofTvultteo on rinnnt:<i 
Room sD-2iy 

Dirkaon SeimLo Offiirm Bull ding 

Washington, D.C\ 20SlO ^ 
Den I Mr. DeArraont: 

^ DATE OP UKARING - March 2, 1904 

SlJhJECT or IJEAUINC; - Tarqetod jobs Tax Crodit lilxtenalon 



Wo support llm Tar^otod Jobs Ta,k Credit oxtensioii l\3 prQi>o3ed in Piosii Rolon«o 
No. 04~lly_ Tliis l>ro<|rnm has provided mnny employment opiior tnnit Lea for people 
who would b.wo romnined iinomi>loyed wit!iout such a progrnm. / 

To make the trtx credit even more attractive to Industry, there a!io\il\i be n 
realization Uuit tlie current requiremente on timeliness be relaxed. Many areola 
of this state have poor mail sorvioe.. It is absolutely unfair and detrimental 
to the ptotjr, to refuse tax credits because the iiontmnrK l!J a day late. In many 
Iowa Conuimnities the mail is picked up onoe a day (evening) and trucked many 
miles to a laiqer post office, then ijostinarked with the next day ' h iitomp. 



The employer mailed it timely but the postal system stamped the enveloj^ untimely 
It woiiJd advisable to allow the state Job Service aqenclea some small amount 
of latitude in approving timelinGos. The employor« deserve a fair deal that 
Ib not dependent on the postal system's idiooyncrasy . 



Sincerely, 



1 



Richard C. preeman 
Acting Director 

MA/bh 
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Stat^ent Of The 
National Mass Retailing Institute 



Before the 
Committee on Finance 
United States Senate' 



March 2,, 1984 
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The National Mass Retailing Institute ("NMRI*') 
is pleased to haVe this opportunity to state its strong 
support for S,.. 2185, a bill to amend the Internal Revenue 
Code of 1954 to extend the 'Targeted Jobs Tax Credit. 

c 

NMRI is a non-profit organization with the 
principal purpose of promoting and advancing the Interests 
of its 125 m^ss retail 'merchant members, NMRI members 
operate over 10,000 retail stores in the ebntinental United 
States and, together, have' a gross annual^sales vplujneVof^ 
well over sixty billion dollars. Consequently, NMRI membt2rs 
are in the business of employing^ large numbers of people. 

NMRI is in full agreement with Senator John Heinz, 
the sponsor of S. 2185, tliat the Targeted Jobs Tax Credit . 
"has a great potential ^ and nee^ds a full opportunity to 
work." ^ ' ' ^ 

The proposed amendment to the Internal Revenue 
Code to extend bKe Targeted Jobs Tax Credit ("TJTC")^ for a 
fiye-year period, i.e., until December 31, 1989, gives 
employers greater certainty about the availability of the 
TJTC as they seek to broaden employment opportunities to 
include some of our neediest citiz^s. 
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The credit creates a gejiuine incentive for 
^ employees to increase training ppporturii ties , because It 
provides employers with flexibility ,to spend additiojiai ^ 
productive time working with t?jrgeted employees. 

<? 

A, *• *p 

The TJTC provides an incentive for private sector 
businesses to -of f er Meaningful employment, to many persons 
who have previously known only federal assistance programs. 
The TJTC also provides incentives, for businesses to hire 
economically-disadvantaged youths who might otherwise find 
their. way into the mire of federal assistance programs. 
These youngsters , may then be inculcated with the value of 
work and learn working skills, both of w\iich wiM^ provide 
for their readier integration into the nation's workforce 
upon reaching adulthood. 

The TJTC is an avenue leading the way out of 
poverty and jbblessness for tfie economically disadvantaged 
who seek productive private sector employment opportunit:ies • 
Furthermore, it allows such persons th% chance to develop 
experience and a "work history" necessary for career advance- 
ment. 

An additional benefit of the TJTC program is its 
contribution to lowering the deficit by diminishing unemploy- 
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nient and its attendant costs "¥ind by contrl^Jiutlng additional 
taxes to the Treasury. These benefits are borne out by the 
preliminary study of the National Commission tor Employment 
Policy. % , \ ' " 

NMRI would like to take this opportunity, as well, 
to express the concern of its members about certain proposed 
rules now being considered by the Internal R^v^ue Service, 
NMRI believes that the '*proposed rules tend to tie the hands 
of ^tate aifthorities with the ultimate responsibility to 
grant certifications for the TJTC . 

The p^posetfl IKS' -nrles coptempl.ate a "matching 

^ \ ^ ' - ^ ' - 

requirement.", thdt wpuld impo^se greater restrictions on the 

type of wdrk.that may^ ,be performed as part of a qualified q,. 

cooperative education program. Whereas the statute requires^ 

only that 'a student's worl^. contribute to his education -and 

employablli ty , the proposed rules proVide that the credit is 

available for employment offered to cooperative education 



only if the emplovment opportunity relates to the field of 
education being fiursued. N^RI believes that the inculcation 
of the value of work and Ifiargxirvg working* skil^^ls , iiuch as 
timeliness, team-work ana communication skills, are as 
important for the studentN^« any particular vocational 
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training, A restrictive matching requirement would frustrate 
the statuto&y purpose of th^ TJTC . 

Even more deleterious to the TJTC * s purpojse is the 
suggestion that credit for summer months be suspended 
entirely. Full-time summer employment is an essential part 
of a student's total wrk-school experience," If the TJTC 
Excluded summer employmeua.t , private businesses would be less 
likely to extend pffers of employment to those disadvantagssd 
students who stand to benefit most from the experience. 

^ |n sum, NMRI supports the five-year extension of 
the TJTC as a means of ensuring continued private-sector 
employment for the most disadvantaged members of society. * 
NMRJ: opposes any restrictions on the TJTC. that would 
frustrcite, either fundamentally or through administration, 
.^:lie very purpose it is meant to serve. 
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RB-IARKS BY CO-t-nSSICm^ ROBERTS. 
mi YORK STATE DEPAinMEm' OF LABOR. TO 
SFNATE FINANCE COMMITTEE HEARING ON THE 
• ' TARGETED 300S TAX CREDIT 

MARCH 2, mu 



NEW YORK STATE EMPLOYERS IMVE LED THE NATION IN UTILIZING THE 
TARGETED 30nS TAX CREDIT (T3TC) TO PROVIDE 3O0S FOR DISADVANTAGED 
WORKERS. IN FISCAL .983, 30,181 nTC-dLIGlBLE APPL1CA^3TS WERE HIRED 
THROUGH THE NEW YORK STATE 30B SERVICE. 5JNCE THE PROGRAM'S 
INCEPTION FIVE YEARS AGO, 20,398 NfW YORK BUSINESSES TOOK ADVAyTAGrDT 
TJTC'S INCENTIVE AND EMPLOYED 83,71 1 ELIGIBLE WORKERS. y 

;s JtlE COMMISSIONER OF LABOR FOR THE STATE OF NEW YORK, 1 URGE 
THE SENATE FINANCE COMMITTEE TO SUPPORT' PASSAGF. OF SENATOR HEINZ' 
PROPOSED LEGISLATION Sr 2185- I ALSO ENCOURAGE YOU TO AMEND THE LAW 
TO ADDRESS THE,ADDIT-10N AL CONCERNS REFERRED TO BELOW, i 

. . y 'T 

I - ex TP N SIGN or Tjrc A UTH^O^ 

- - ^ ^ 

. FOR OVER 20 YEARS THE FEDERAL GOVERNMENT HAS RESPONDED TO THE 
" NEfLDS OF OUR DISADV^ANTAGED CITIZENS WITH INTERVENTION PROGRAMS 

TARGETED TO TR AINING.''30B DEVELOPMENT, AND EMPLOYMENT SUBSUVt^S. THE 
.'mANPcAvER -DEVELOPMENT fRAIf^ING ACT, SUMMER YOUTH EMPLOYMENT 

PROGRAM; COMPREHENSIVE EMPLOYMENT acJRAlNING ACT, AND THE NEW 30BS 

"credit were predecessorvof our. current federal initiatives to 

INCREASE 30B OPPORTUNITIES FOR THE DISADV ANTAl^ED. THE 30B TRAINING 
FARTNERSH.P ACT AND THE TARGETEt3 JOBS TA;< CREDIT ARE THE INSTRUMENTS 
' TO MEET THESE OBJECTIVES TODAY. 

J 

■ . 1 
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THE TARGETeo 30BS TAX CREDIT (TJTC) IS A UNIQUE PEDERAL PROGRAM 
WHICH HAS STRENGTHENED THE PARTNERSHIP BETWEEN BUSINESS AND 
/government. it offers corporations and SMALL BUSINESSES TAX 
INCENTIVES WHICH FOSTER THE EMPLOYMENT OF INDIVIDUALS MOST IN NGED^OF 
.10D OPPORTUNITIES. WITH THIS PROGRAM, THE DISADVANTAGED RECEIVE' A 
FEDERALLY SUBSIDIZED INCOME FOR PRODUCTIVE EMPLOYMENT^ UNDER THE 
TUTELAGE OF THE PRIVATE SECTOR, WITH A MINIMUM OF "RED TAPE " 

CONSIDERING THE SUCCESSES OF THE PROGRAM TO DATE, A 1»fVE-YEAR " 
EXTENSION WILL ALLOW AN INCREASING NUMBER OF BUSINESSES TO DETERMINE 
THAT TARGETED GROUP MEMBERS, SUCH AS THE HANDICAPPED, VIETNAM-ERA 
VETERANS, AND DISADVANTAGED YOUTHS, CAN EFFECTIVELY SATISFY THEIR • 
LABOR NEEDS. THESE FAVORABLE EXPERIENCES WILL SERVE TO EXPAND THE 
AVAILABLE JOB OPPORTUNITIES FOR THOSE m THE TARGETED GROUPS AND 
REDUCE THEIR DEPENDENCY ON FEDERAL, STATE, AND LOCAL GOVERNMENT 
AS.SISTANCE PROGRAMS FOR THEIR SUPPORT 

... % 

TIM ELINESS REQUIREMENTS FOR TJtC CERriFICATlONS ' 

> ■ ' " 

THE 1981 AMENDMENTS ELIMINATED THE ISSUANCE OF RETROACTIVE " 
CERTIFICATIOMS BY INCLUDING THE REQUIREMENT THAT THE EMPLOYER MUST 
RECEIVE THE CERTIFICATION OR REQUEST THE CERTIFICATION IN WRITING FROM 
THE JOB SERVICE BEFORE THE DAY THE INDIVIDUAL BEGINS WORK. THIS 
' REQUIREMENT WAS LIBERALIZED BY ONE DAY IN THE 1982 AMENDMENTS WHICH 
NOW REQUIRE THE EMPLOYER TO MAKP WRITTEN REQUEST ON OR. BEFORE THE 
DAY THE INDIVIDUAL BEGINS WORK. BY IRS REGULATION THE LABOR DEPART- 
MENT IS REQUIRED TO JUDGE THE TIMELINESS OF TtiESE WRITTEN REQUESTS BY 
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THE DATE OF RECEIPT OR THE DATE* OF POSTMARK, THE INSERTION OF THE 



POSTAL SERVICE INTO THIS PROCESS FURTHER IMPEDES AN EMPLOYER'S ABILITY 



THE NEW YORK STATE DEPARTMENT OF LABOR IS CURRENTLY RR^CTING 
APPROXIMATELY 1,000 CERTIFICATION REQUESTS EACH MONTH FROM 
EMPLOYERS WHO FAIL TO MEET THIS REQUIREMENT EVEN THOUGH THEY HAVE 
COMPLIED WITH THE INTENT QF THE LAW AND HIRED A TDTC-ELIGIBILE 
INDIVIDUAL. IN MANY INSTANCES NEW EMPLOYEES DECiN WORKING FOR 
♦ CORPORATIONS THE SAME DAY THAT THEY ARE HIRED. WRITTEN REQUESTS 
MAILED AT THE END OF THE DAY' ARE OFTEN NOT POSTMARKED BY THE U.S. 
POSTAL SERVICE UNTIL THE FOLLOWING DAY, WHICH RESULTS IN A DISALLOWED 
' CERTIFICATION, 

WE ESTIMATE AS MANY AS 20% OF THESE REJECTIONS ARE DUE TO A SINGLE ' 
DAYS' DELAY AS INDICATEd'^Y THE POSTMARK, THIS REPRESENTS A LOSS OF 
MILLIONS OF DOLLARS OF POTENTIAL TAX CREDITS TO NEW YORK STATE 
EMPLOYERS EACH MONTH- 

J A RELAXATION OF THE PRESENT TIMELINESS FILING REQUIREMENTS WOULD 

ELIMINATE MANY ApMINISTRAtlVE PROBLEMS THAT ARE CURRENTLY BEING 
' ' EXPERIENCED BY STATE EMPLOYA1ENT SECURITY AGENClE? (SESAs) AND ^OULD 
'facilitate GREATER UTILIZATI.OI? OF THE PROGRAM. AN ADDITIONAL FILING 
PERIOD OF ONE TO THREE DAYS IS RECOMMENDED TO ALLOW FOR VARIATIONS 
IN POSTAL SERVICE HANDLINE OF MAIL. 



TO MEET TH^ TIMELINESS REQUIREMENT IN MANY CA$ES. 
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III. 



iNAnEQjMr e r^rc funding 



BiiCAusr: OF incri-a5ed employer use of the tjtc program, current 

ADMlNISfRATlVC PUNniNG MS GROSSLY INADEQUATE. THE NUMRER OF 
llLICiniLlTY DETERMINATIONS MADE BY THE NEW YORK STATE .10B SERVICE IN 
FY'83 INCREASED BY 65% OVER THE PREVIOUS FISCAL YEAR. THE NUMBER OF 
CERTIFICATIONS ISSUED HAS CLIMBED BY OVER 68% FROM 18,001 TO 30,181 
DURING THE SAME PERIOD. HOWEVER, THE FY'S^f NEW YORK STATE ALLOCATION 
OF $!.(( MILLION IS IDENTICAL TO FISCAL YEAR 1983. 

THIS LEVEL OF FUNDING SUPPORTS ONLY 25 POSITIONS TO PROCESS 
DETERMINATIONS AND ISSUE CERTIFICATIONS; AND I<; POSITIONS TO RENDER 
^PROGRAM SERVICES THROUGHOUT THE STATE. FEDERAL DIRECTIVES REQUIRE 
THAT NEW YORK STATE'S DEPARTMENT OF LABOR ISSUE EMPLOYER CERTIFICA- 
TIONS WITHIN 72 HOURS OF RECEIpT OF REQUEST. DE.SPITE THE .SIMPLICITY OF 
NEW YORK'S CERTIFICATION PROCES.S, THE VOLUME OF TRANSACTIONS' HAS 
CRC.ATcn A l-OUR WEEK BACKLOG. DELAYS IN THE ISSUANCE OF CERTIFICA- 
TIONS AND MORE IMPORTANTLY, CERTIFICATION DENIALS, CREATE HARDSHIPS 
FOR HOTH EMPLOYERS AND EMPLOYEES AND HINDER PROGRAM EFFECTIVENESS. 

CONGRESS ' should APPROPRIATE SUFFICIENT FUNDS TO ALLOW STATE 
EMPLOYMENT .SECURITY AGENCIES TO 6pERATE AND AOMINI.STER THE 
TARGETED JOBS TAX CREDIT PROGRAM EFFECTIVELY. 

< ■ 
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rV. OFFSini TR A INING AND eMPLQYM£Nr ACTrvrTIES 

DGSPITE THE EXPANDING USE OF THE TARGEr-Ry^* Jp5S TAX CREDIT 
PROGRAM, HIGH UNEMPLOYMENT PERSISTS !N NEW YORK AND IS PARTICULARLY 
ACUTE AMONG THE TARGETED POPULATIONS INTENDED TO BE SERVED BY THE 
T.1TC: YOUTH AGED 16-19 (28.8 PERCENT) AND ECONOMICALLY DISADVANTAGED 
(ALMOST PERCENT OF THE UNEMPLOYED SERVED BY THE 30B SERVICE LAST 
YEAR). ON /WERAGE LAST YEAR, 13^000 NEW YORK YOUTHS AGED 16 THROUGH 
19 CrOULD NOT FIND WORK. - , 

N/VriONWlDE, YOUTHS 16 THROUGH 19 EXPERIENCED AN AVERAGE 72.5% 
.10BLE5S RATE IN 1983 SLIGHTLY UNDER THE NEW YORK LEVEL. 

THE TARGETED JOBS ' TAX CREDIT INITIATIVE WAS DESIGNED^ TO 
AMELIORATE THESE 0ISASTITC5US UNEMPLOYMEN^T RATES BY SUBSIDIZING 
PRIVATE Sr.CTOR EMPLOYMENT OF DISADVANTAGED VoUTHS, BUT EVEN AN 8^% 
TAX CREDIT FOR DISADVANTAGED SUMMER YOUTH AGE 16 AND 17 HAS NOT 
DRAMATICALLY ALTERED THE STAGGERING UNEN^PLOYMENT RATES FOR THIS 
POPULATION OF ."JOB SEEKERS. 

V 

MANY BUSINESSES ARE UNABLE TO PROVIDE THE STAFF TIME NEEDED FOR 
SUPERVISION, GUIDANCE, AND TRAINING THAT ACCOMPANIES THE EMPLOYMENT 
OF>Hl/sE lOB CANDIDATES. BUSINESS LEADERS ACCEPT THEIR RESPONSIBILITY 
AS PARTNERS WITH GOVERNMENT AND OFTEN D(5NATE FUNDS TO NOT-FOR- 
PROFIT COMMUNITY ORGAfp^TIONS TO PROVIDE EMPLOYMENT AND TRAINING 
OPPORTUNiriES. 
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MANY nUSINESSliS HAVE EXPRESSeD AN INTEREST IN PROVIDING OFFSITE 
^ TRAINING SERVICES FOR NEW EMPLOYEES WHO ARE MEMBERS OF THE TARGETSD 
CROUPS, BUT ARE^RELUCTANT TO ENGAGE IN THIS ACTIVITY W/THOUT CLEAR 
STATUTORY LANGUAGE ACKNOWLEDGING THIS ACTIVITY AS AF^PROPRIATE TO 
THEIR TRADE OR BUSINESS. ON-SITE TRAINING OFTEN IS PRECLUDED BY LIMITA- 
TIONS OF THE WORK PLACe-ANI>1E)(PERTISE OF THE EMPLOYER'S WORK FORCE. 

WITH A PRIVATE RULING (NO., 8338012) ISSUED BY THE INTERNAL REVENUE 

« 

-SERVICE LAST YEAR, STANDARD OIL OF INDIANA WAS ABLE TO LEVERAGE A NET 
PAYROLL COST OF $2i;000 INTO JOBS FOR 13! ECONOMICALLY DISADVANTAGED 
YOUTH WITH A GROSS SUMMER PAYROLL OF $129,000. TWENTY-FIVE OF THESE 
YOUNGSTERS WERE EMPLOYED IN T(^ COMPANY'S CORPORATE HEADQUARTERS- 

THE RULING AUTHORIZED THE STANDARD OIL COMPANY TO CLAIM THE TAX 
CREWI^FOR SALARIES PAID TO 106 ADDITIONAL ELIGIBLE YOUTH THAT WERE 
PLACED IN OFFSITE TRAINING OR JOB ASSIGNMENTS BY THE COMPANY. THE 
ASSIGNMENTS WGRC TO SMALL INDEPENDENT BUSINESSES AND NOT-FOR-PROFIT 
COMMUNITY ORGANIZATIONS WHERE THE YOUTHS SERVED IN ACTIVITIES THAT 
WERE "integral TO THE BUSINESS OF STANDARD OIL. STANDARD C^AS IN 
EVERY SENSE OF THE WORD, THE EMPLOYER, WHILE THE SMALL BUSINESS OR 
COMMUNITY ORGANIZATION PROVIDES THE DIRECT SUPERVISION AND TRAINING 
ON BEHALF OF THE COMPANY. 

( 

y 

while' THIS PRIVATE RULING CANNOT BE CITED AS A PRECEDENT FOR 
CLAIMS BY OTHER BUSINES:SES, IT DID BRING ATTENTION TO SEVERAL PRINCIPLES 
WHICH SHOULT) RE CLEARLY AUTHORIZED IN THE STATUTE. 
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THE TERM "TRADE OR BUSINESS" SHOULD BE DEFINED TO ENQjOMPASS 
THE TRAINING OF EMPLOYEES I(^ SKILLS THAT ARE INTEGRAL WITHIN 
THE EMPLOYER'S TRADE OR BUSINESS, INCLUDING OUTSIDE TRAINJNG 
SERVICES OBTAINED BY THE EMPLOYER TO IMPROVE AND/OR MAIN- 
TAIN JOB SKILLS ASSOCIM^D WITH THE EMPLOYER'S TRADE OR 

BUSINESS. / 

/ 

REMUNERATION THAT IS DEDUCTIBLE BY AN EMPLOYER UNDER 
SECTION 162 O^ THE CODE SHOULD BE IDENTIFIED AS REMUNERATION 
PAID FOR SERVICES PERFORMED IN /V TRADE OR BUSINESS OF THE 
EMPLOYER FOR PURPOSES OF SECTION 51(f), 

WAGES PAID TO AN EMPLOYEE WHO IS PLACED BY THE EMPLOYER 
under' the DIRECT SUPERVISION OF A TRAINING FACILITY OR 
INDEPENDENT BUSINESS IN ORDER" TO IMPROVE- EMPLOYMENT SKlLL^S 
ASSOCIATED WITH THE EMPLOYER'S TRADE OR BUSINESS SHOULD BE 
IDENTIFIED AS DEDUCTIBLE BY THE EMPLOYER UNDER SECTION 162 OF 
THE CODE AS AN ORDINARY AND NECESSARY EXPENSE, AND ENTITLE 
THE EMPLOYER TO CLAIM THE TARGETED JOBS TAX CREDIT ON SAID 
REMUNERATION. 

MANY BUSINE.SS LEADERS WELCOME .AN OPPORTUNITY TO PARTICIPATE IN 
JOB DEVELOPMENT AND TRAINING INITIATIVES. INCLUDING THE PRINCIPLES 
ESTABLISHED BY THE PRIVATE RULING IN THE STATUTE, WILL CLARIFY AN 
ALLOWABLE ALTERNATIVE, WHERE ON-SITE EMPLOYMENT IS NOT FEASIBLE DUE 
TO THE DEMANDS OF THE WORK PLACE. 

V 

THE INTENT OF THE TARGETED JOBS TAX CREDIT INITIATIVE IS« TO 
ENCOURAGE EMPLOYERS TO HIRE DISADVANTAGED JOB SEEKERS WHO NEED AN 
"EDGE'* TO SECURE EMPLOYMENT. CLEARER LANGUAGE ON THESE T^ROVISIONS 
WILL INCREASE THE POTENTIAL FOR REALIZING THE STATED OBJECTIVES; AND 
THE BUSINESS SECTOR WILL BE BETTER ABLE TO PREPARE OUR YOUNG CITIZENS 
/to meet the INCREASING TECI-INPL0GICAL DEMANDS OF THEIR COMPANY AND 
THE JOB MARKET.' 
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briblif tvouiff nt?t bnvii hJid r horn jvm J,^bJ o io t bi?vi. Svv se-- / 7je TJTC ptogr^m 
bem'j fjo*:; r i t'f> for Jjj p,irLies cono<:'t nei>d . tdTC •'dioiild ^/? ijxt,cn<!od. 
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The one.The only. 



O 



ERIC 



273 



